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Background 

The  Office  of  the  Comptroller  of  the  Currency  (OCC)  was 
established  in  1863  as  a  bureau  of  the  Department  of 
the  Treasury.  The  OCC  is  headed  by  the  Comptroller  who 
is  appointed  by  the  President,  with  the  advice  and  con¬ 
sent  of  the  Senate,  for  a  5-year  term. 

The  OCC  regulates  national  banks  by  its  power  to: 


The  Comptroller 

Robert  Logan  Clarke  became  the  26th  Comptroller  of  the 
Currency  on  December  10,  1985. 

By  statute,  the  Comptroiier  serves  a  concurrent  term  as 
a  Director  of  the  Federal  Deposit  Insurance  Corporation 
and  as  a  member  of  the  Federal  Financial  Institutions 
Examination  Council. 


•  Approve  or  deny  applications  for  new  charters, 
branches,  capital  or  other  changes  in  corporate  or 
banking  structure: 

•  Examine  the  banks; 

•  Take  supervisory  actions  against  banks  which  do  not 
conform  to  laws  and  regulations  or  which  otherwise 
engage  in  unsound  banking  practices,  including 
removal  of  officers,  negotiation  of  agreements  to 
change  existing  banking  practices  and  governing 
bank  lending  and  investment  practices  and  cor¬ 
porate  structure. 

•  Issue  rules  and  regulations  concerning  banking 
practices  and  governing  bank  lending  and  invest¬ 
ment  practices  and  corporate  structure. 

Tr.e  OCC  divides  the  United  States  into  six  geograptiF-'- 
-  cal  districts,  with  each  headed  by  a  Deputy  Comptroiier. 

The  Officers  funded  through  assessments  on  the  assets 
of  national  banks: 


An  attorney,  Mr.  Clarke  was  formerly  with  the  law  firm  of 
Bracewell  &  Patterson  in  Houston,  Texas.  He  joined  the 
firm  in  1968  and  founded  its  Banking  Section  in  1972. 

Mr.  Clarke  received  a  B.A.  degree  from  Rice  University 
in  1963  and  an  LL.B.  degree  from  Harvard  University  Law 
School  in  1966.  He  served  as  a  Captain  in  the  United 
States  Army  from  1966  to  1968. 
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Operations  of  National  Banks 


The  gross  national  product's  growth  of  2.9  percent  during 
the  first  quarter  of  1986  followed  a  meager  0.7  percent 
growth  rate  in  last  year’s  fourth  quarter.  The  improvement 
was  due  primarily  to  increases  in  consumer  spending  and 
business  inventory  investment.  A  factor  restricting  growth 
during  the  first  three  months  of  the  year  was  that  imports 
increased  in  spite  of  the  receding  international  value  of 
the  U.S.  dollar. 

During  the  quarter,  interest  rates  continued  their  gener¬ 
ally  downward  trend.  In  an  attempt  to  inject  renewed  life 
into  the  current  economic  recovery,  the  Federal  Reserve 
Board  lowered  the  discount  rate  for  the  first  time  in  ten 
months  to  7.00  percent.  In  response,  the  large  money 
center  banks  reduced  the  prime  rate  they  charge  on 
loans  to  9.00  percent  in  March  from  9.50  percent  where 
it  had  held  since  June  1985. 

On  March  31,  1986  there  were  4,934  active  national 
banks.  Twelve  were  multinational  banks  —  the  largest 
national  banks  with  significant  foreign,  as  well  as  domes¬ 
tic,  operations.  Another  189  were  regional  national  banks 
with  total  assets  in  excess  of  $1  billion.  The  remaining 
4,733  national  banks  were  community  banks,  banks  with 
total  assets  of  less  than  $1  billion. 

Net  income  in  national  banks  for  the  first  three  months 
of  1986  was  $2.5  billion.  This  reflected  a  decline  of  3.7 
percent  from  1985's  first  quarter  performance.  Although 
both  net  interest  income  and  earnings  from  noninterest 
sources  were  up  appreciably,  a  65  percent  jump  in  loan 
loss  provision  expense  resulted  in  a  decline  in  overall  net 
earnings. 

Net  interest  earnings  rose  11.5  percent  from  one  year 
before.  National  banks  continued  to  widen  the  spread 
between  the  interest  rate  they  earned  on  assets  such  as 
loans  and  investment  securities  and  the  interest  rate  they 
paid  for  funds  such  as  deposits. 

The  ratio  of  net  interest  earnings  to  average  earning 
assets  for  multinational  banks  increased  to  3.59  percent, 
8  basis  points  higher  than  the  figure  posted  for  the  first 
quarter  of  1985.  Regional  banks  expanded  their  net 
interest  margin  a  hefty  16  basis  points  to  4.91  percent. 
The  spread  in  community  banks  remained  relatively  un¬ 
changed  from  one  year  before,  declining  1  basis  point 
to  5.16  percent. 

Revenue  from  noninterest  sources  also  grew  in  the  first 
three  months  of  1986,  particularly  in  the  large  national 
banks.  Profits  from  the  sale  of  investment  securities  con¬ 


tributed  markedly  to  total  income  for  the  quarter.  As  in¬ 
terest  rates  fell,  the  value  of  investment  securities  held  by 
national  banks  skyrocketed.  Most  national  banks  took 
advantage  of  this  by  selling  portions  of  their  securities 
portfolios  for  substantial  gains.  In  the  multinational  banks, 
income  from  securities  gains  surged  342  percent  from 
that  posted  in  the  first  quarter  of  1985.  In  regional  banks, 
the  growth  was  681  percent.  Profits  taken  as  a  result  of 
securities  gains  jumped  420  percent  from  March  1985 
to  March  1986  in  the  community  banks. 

In  addition  to  securities  gains,  another  important  source 
of  noninterest  income  during  the  quarter  was  earnings 
from  fees  and  service  charges.  Revenue  from  this  source 
expanded  17.7  percent  in  the  first  three  months  of  1986 
compared  to  the  prior  year,  while  overhead  expenses 
such  as  salaries  and  occupancy  costs  grew  by  a  smaller 
amount,  12.1  percent.  The  most  substantial  income 
growth  occurred  in  trading  commissions  and  fees  for  the 
multinational  and  regional  banks,  although  community 
banks  also  benefited  from  this  revenue  source. 

A  continued  growth  in  problem  loans  during  the  first  quar¬ 
ter  caused  loan  loss  provision  expense  to  soar  in  certain 
national  banks.  The  problem  of  worsening  loan  quality 
was  most  acute  in  the  regional  and  community  national 
banks.  Regional  banks,  particularly  those  located  in  the 
Southwest,  were  adversely  affected  by  the  problems  fac¬ 
ing  borrowers  whose  sources  of  loan  repayment  were 
linked  to  the  flagging  health  of  commercial  real  estate 
construction  and  energy  industries.  For  this  bank  group, 
first  quarter  1986  provision  expense  increased  117  per¬ 
cent  over  the  same  period  last  year.  A  large  number  of 
community  banks  located  in  the  farm  belt  have  been 
severely  affected  by  the  difficulties  facing  agricultural  bor¬ 
rowers.  Small  national  banks  experienced  a  45  percent 
period-to-period  increase  in  provision  expense.  Because 
the  economic  troubles  confronting  Third  World  borrow¬ 
ers  seemed  to  be  easing,  provision  expense  in  multina¬ 
tional  banks  was  increased  26  percent. 

The  return  on  average  assets  (ROA)  for  the  first  quarter 
of  1986,  when  compared  to  the  identical  period  of  1985, 
increased  in  the  larger  national  banks  and  decreased  in 
the  community  banks.  For  multinational  banks  the  ratio 
of  net  income  to  average  assets  rose  2  basis  points  to 
0.52  percent.  In  regional  banks,  the  growth  was  7  basis 
points  to  0.73  percent.  Although  community  banks  re¬ 
mained  relatively  more  profitable  in  terms  of  ROA  than 
the  bigger  banks,  small  banks  continued  to  witness  an 
erosion  in  this  important  measure  of  earnings  perfor¬ 
mance  —  3  basis  points  to  1.00  percent 
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RETURN  ON  AVERAGE  ASSETS  IS  UP 
FOR  THE  FIRST  QUARTER  OF  1986  IN  THE 
MULTINATIONAL  ANO  REGIONAL  NATIONAL  8ANKS 
WHEN  COMPARED  TO  THE  FIRST  QUARTER  OF  1985... 
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FEE  INCOME  ROSE  DRAMATICALLY 
IN  THE  MULTINATIONAL  NATIONAL  BANKS 
FROM  MARCH  1985  TO  MARCH  1986. 
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NET  INTEREST  MARGINS  IN  THE 
COMMUNITY  NATIONAL  BANKS  CONTINUED 
TO  EXCEED  THOSE  OF  THE  LARGER  NATIONAL  BANKS... 


OVERHEAD  EXPENSES  INCREASED  IN  THE 
MULTINATIONAL  AND  COMMUNITY  NATIONAL  BANKS 
DURING  THE  PAST  YEAR.  . 
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Consolidated  total  assets  of  national  banks  equalled 
$1,626  trillion  on  March  31,  1986.  This  reflected  a  0.5  per¬ 
cent  decline  from  December  31,  1985. 

Gross  loans  and  leases  increased  only  0.8  percent  dur¬ 
ing  the  quarter  and  on  March  31  equalled  62.6  percent 
of  national  bank  to.al  assets.  The  volume  of  loans  in  the 
multinational  banks  remained  relatively  unchanged  from 
the  prior  quarter  Three-month  loan  growth  in  the  regional 
banks  was  1.6  percent,  and  in  the  community  banks  0.3 
percent.  In  the  multinational  and  community  national 
bank  groups,  increases  in  loans  secured  by  real  estate 
//ere  offset  by  declines  in  loans  to  individuals  and  to  busi¬ 
nesses.  The  bulk  of  the  loan  growth  in  regional  banks 
occurred  in  loans  secured  by  real  estate. 

The  dollar  volume  of  investment  securities  owned  by 
na'onal  banks  declined  by  1  4  percent  from  December 
to  March  and  equalled  139  percent  of  national  bank  total 


assets  on  March  31.  Ownership  of  state,  county  and 
municipal  securities  (SCMs)  declined  8.1  percent  and  ac¬ 
counted  for  35.2  percent  of  the  total  portfolio  at  the  end 
of  the  quarter.  National  bank  ownership  of  U.S.  govern¬ 
ment  issues  increased  1.5  percent  in  the  period. 

Deposit  growth  was  flat  in  national  banks  in  the  first  quar¬ 
ter  of  1986.  On  March  31,  total  consolidated  deposits 
equalled  $1,242  trillion,  reflecting  a  miniscule  increase  of 
0.04  percent  during  the  three-month  period. 

The  volume  of  nonperforming  loans  and  leases  in  national 
banks  increased  5.4  percent  between  December  31  and 
March  31.  Community  national  banks  experienced  the 
most  acute  growth  in  troubled  credits.  Loans  and  leases 
which  were  90  days  or  more  past  due,  renegotiated  or 
in  nonaccrual  status  in  the  small  banks  increased  8.6  per¬ 
cent  during  the  quarter.  For  multinational  banks  the 
growth  was  5.3  percent,  and  in  the  regionals  3.4  percent. 


2 


PROVISION  EXPENSE  HAS  INCREASED 
MOST  SIGNIFICANTLY  IN  THE  REGIONAL  NATIONAL  BANKS... 


NET  LOAN  Sc  LEASE  LOSSES  ROSE  MOST 
IN  THE  REGIONAL  NATIONAL  BANKS 
SINCE  ONE  YEAR  AGO... 
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RESERVES  FOR  LOAN  LOSSES 
HAVE  INCREASED 

FOR  ALL  THREE  NATIONAL  BANK  GROUPS... 


NONPERFORMING  LOANS  <5c  LEASES 
INCREASED  IN  THE  FIRST  QUARTER  OF  1986 
FOR  ALL  THREE  NATIONAL  BANK  GROUPS... 
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Loans  and  leases  on  which  interest  was  no  longer  being 
accrued  accounted  for  the  majority  of  the  growth  in 
problem  credits  for  all  three  bank  groups. 

In  the  first  quarter,  national  banks  continued  to  supple¬ 
ment  their  reserves  for  loan  and  lease  losses  by  amounts 
sufficient  not  only  to  cover  current-period  net  loan  loss¬ 
es,  but  increase  the  reserve  cushion  as  well.  For  the  three- 
month  period,  national  banks  added  $1.61  to  reserves 
for  every  $1  in  loans  written  off. 

On  March  31,  1986,  total  capital  in  the  national  bank  sys¬ 
tem  was  $122.4  billion,  reflecting  a  three-month  increase 
of  2.8  percent.  Growth  in  the  common  equity  capital 
accounts  represented  the  majority  of  the  increase  in  all 
three  national  bank  groups.  The  remainder  of  the  capi¬ 
tal  growth  during  the  quarter  was  due  to  increases  in  loan 
loss  reserves  and,  in  the  larger  banks,  a  rise  in  subordi¬ 
nated  debt. 


Compared  to  the  first  quarter  of  1985,  regional  and  com¬ 
munity  banks  increased  the  dollar  amount  of  cash  divi¬ 
dends  paid  during  the  first  quarter  of  1986.  This  occurred 
in  spite  of  a  decline  in  total  net  income  for  both  these 
national  bank  groups.  The  result  was  an  increase  in  the 
ratio  of  cash  dividends  paid  to  net  income.  For  regional 
banks,  the  first  quarter’s  dividend  payout  ratio  increased 
772  basis  points  to  49.70  percent.  The  increase  for  com¬ 
munity  banks  was  347  basis  points  to  48.84  percent.  The 
first  quarter  dividend  payout  ratio  for  multinational  banks 
declined,  plunging  from  45.37  percent  in  1985  to  26.21 
percent  in  1986.  While  first-quarter  1986  income  declined 
3  percent  from  that  posted  for  the  identical  period  one 
year  ago,  the  period-to-period  dollar  amount  of  dividends 
paid  by  these  largest  national  banks  plummeted  40 
percent. 

On  March  31,  1986  there  were  1,062  national  banks 
receiving  special  supervision  due  to  financial,  operating 
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or  compliance  weaknesses.  This  was  a  6  percent  in¬ 
crease  from  December  31,  1985  and  a  30  percent  in¬ 
crease  from  March  31,  1985. 

At  the  dose  of  1986’s  first  quarter,  the  condition  of  the 
national  bank  system  remained  sound.  Capital  levels  and 
reserve  ratios  increased  in  the  majority  of  national  banks. 
Banks  that  did  report  weakened  first  quarter  results  tend¬ 
ed  to  be  those  with  exposure  to  the  more  vulnerable  seg¬ 
ments  of  the  economy  such  as  agriculture,  energy  and 
commercial  real  estate  construction. 

The  bigger  national  banks  found  it  easier  to  supplement 
profits  resulting  from  traditional  banking  functions  with 
revenues  from  trading  activities,  foreign  exchange  deal¬ 


ing  and  securities  sales.  Because  of  marketplace  con¬ 
straints  and,  in  many  cases,  the  lack  of  sufficient  exper¬ 
tise  and  technology,  community  banks  found  it  difficult 
to  emulate  their  larger  counterparts  in  this  regard.  A  major 
issue  confronting  the  banking  community  will  be  how  to 
enhance  revenues  arising  from  traditional  business  oper¬ 
ations  with  income  from  other  activities  so  as  to  maintain 
overall  bank  profitability  m  today's  economic  climate. 


Woodrow  W.  Reagan 
National  Bank  Examiner 
Supervisory  Information  Division 
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Litigation  Update 


This  past  May,  two  federal  district  court  decisions  uphold¬ 
ing  the  validity  of  OCC  approvals  of  IRA  (individual  retire¬ 
ment  account)  collective  investment  trusts  established  by 
national  banks  were  affirmed  at  the  federal  appellate  level. 
In  addition,  a  contrary  decision  by  a  third  federal  district 
court  was  reversed  in  June.  On  May  2,  1986,  the  United 
States  Court  of  Appeals  for  the  Second  Circuit  affirmed 
the  decision  of  the  United  States  District  Court  for  the  Dis¬ 
trict  of  Connecticut.  Subsequently,  on  May  20,  1986,  the 
United  States  Court  of  Appeals  for  the  District  of  Colum¬ 
bia  Circuit  affirmed  the  decision  of  the  United  States  Dis¬ 
trict  Court  for  the  District  of  Columbia.  The  decision  of 
both  district  courts  was  that  the  establishment  and  oper¬ 
ation  of  IRA  collective  investment  trusts  is  a  proper  bank¬ 
ing  activity  not  forbidden  by  the  Glass-Steagall  Act.  On 
June  30,  1986,  a  contrary  decision  rendered  by  the 
United  States  District  Court  for  the  Northern  District  of 
California  was  reversed  by  the  United  States  Court  of 
Appeals  for  the  Ninth  Circuit.  A  fourth  case  on  the  same 
issue  was  won  before  the  United  States  District  Court  for 
the  Western  District  of  North  Carolina  and  has  been  ap¬ 
pealed. 

As  was  reported  in  a  previous  issue  ( Quarterly  Journal, 
Vol.  5,  No.  1),  a  panel  of  the  United  States  Court  of 
Appeals  for  the  Seventh  Circuit  held  that  the  Comptrol¬ 
ler  had  the  authority  under  12  U.S.C.  §  1818(b)  to  order 
bank  directors  who  violate  statutory  loan  limits  to  reim¬ 
burse  banks  for  losses  arising  from  the  illegal  loans.  Lar- 
imore,  et  al.  v.  Conover,  775  F.  2d  890  (7th  Cir.  1985). 
Judge  Coffey  wrote  a  dissenting  opinion.  After  a  rehear¬ 
ing  en  banc,  the  court  reversed  itself,  holding  that  Section 
1818(b)  does  not  authorize  the  Comptroller  to  impose 

personal  liability  upon  bank  directors. _ F.2d _ (7th 

Cir.  1986).  The  court  reached  this  conclusion,  in  part, 
because  Congress  authorized  the  Comptroller  in  12 
U.S.C.  §  93(a)  to  secure  reimbursement  for  losses  result¬ 
ing  from  knowing  violations  via  suits  filed  in  the  United 
States  district  courts.  Allowing  the  Comptroller  to  obtain 
reimbursement  in  administrative  cases  under  Section 
1818(b),  reasoned  the  court,  would  deny  directors  the  due 
process  rights  afforded  in  judicial  proceedings  under 


Section  93(a)  and  would  effectively  nullify  that  Section. 

The  Larimore  decision  conflicts  with  the  ruling  of  the 
United  States  Court  of  Appeals  for  the  Ninth  Circuit  in  del 
Junco  v.  Conover,  682  F.2d  1338  (9th  Cir.  1982),  cert,  de¬ 
nied,  459  U.S.  1146  (1983),  which  upheld  a  Section 
1818(b)  order  requiring  directors  to  reimburse  a  bank  for 
losses  resulting  from  knowing  violations  of  loan  limits.  The 
del  Junco  decision,  however,  unlike  the  Larimore  deci¬ 
sion,  did  not  squarely  address  the  issue  of  whether  Sec¬ 
tion  1818(b)  authorizes  such  orders.  In  addition,  the  Office 
is  considering  seeking  legislative  amendments  to  Sec¬ 
tion  1818(b)  that  would,  inter  alia,  expressly  authorize  the 
remedy  involved  in  Larimore. 

On  June  27,  1986,  the  United  States  District  Court  for  the 
Eastern  District  of  Pennsylvania  denied  the  motion  for 
preliminary  injunction  of  the  Pennsylvania  Department  of 
Banking,  which  is  challenging  a  decision  of  the  Comp¬ 
troller  allowing  the  relocation  across  state  lines  of  the  main 
office  of  a  national  bank.  The  bank  is  a  subsidiary  of 
Horizon  Bancorp,  a  New  Jersey  bank  holding  company. 
Pursuant  to  12  U.S.C.  §  30(b),  the  Comptroller  approved 
the  bank’s  relocation  of  its  main  office  from  Moorestown, 
New  Jersey  to  Philadelphia,  Pennsylvania,  a  distance  of 
approximately  IIV2  miles.  The  court  denied  plaintiff’s 
motion,  in  part,  because  it  found  the  likelihood  of  plain¬ 
tiff  prevailing  on  the  merits  to  be  "too  slim  to  justify  pro¬ 
tecting  Pennsylvania  banks  from  competition  at  the  ex¬ 
pense  of  prohibiting  the  New  Jersey  bank  from 
conducting  its  business  in  Philadelphia.”  The  court  also 
rejected  plaintiff’s  contention  that  the  relocation  across 
state  lines  violated  the  Douglas  Amendment  to  the  Bank 
Holding  Company  Act,  12  U.S.C.  §  1842(d),  because  it 
found  that  plaintiff  had  not  shown  the  relocation  to  con- 
situte  an  "acquisition."  The  court  will  review  cross  motions 
for  summary  judgment  in  the  fall. 


Eugene  M.  Katz 
Director 

Litigation  Division 
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My  fellow  lawyers.  I  take  great  pride  in  our  profession. 
Lawyers  can  be  problem  solvers.  We  can  be  planners. 
We  can  be  leaders.  We  belong  to  a  visible  profession. 
We  belong  to  a  powerful  profession.  And  lawyers  in  the 
past  have  long  recognized  these  facts.  Abraham  Lincoln 
was  no  mean  example  of  legal  excellence.  He  once  said 
that:  ‘As  a  peacemaker  the  lawyer  has  a  superior  oppor¬ 
tunity  to  be  a  good  man.”  A  distinguished  jurist,  Justice 
William  Brennan,  wrote:  "More  than  ever  before  the  law¬ 
yer  is  now  the  policy  maker.”  And  two  thousand  years  ago 
Cicero  pointed  out:  “The  house  of  a  great  lawyer  is 
assuredly  the  oracular  seat  of  the  whole  community” 

By  being  problem  solvers,  policy  makers  and  leaders,  we 
can  win  great  repute  for  ourselves  and  our  profession. 
We  can,  however,  also  fall  into  disrepute.  We  can  and  we 
will  fall  into  disrepute  if  we  as  individuals  ignore  our  profes¬ 
sional  responsibility  to  view  the  law  as  the  means  of 
achieving  what  is  best  for  the  public  interest.  We  can  and 
will  fall  into  disrepute  if  we  as  individuals  come  to  view 
the  law  cynically  as  mere  rules  to  manipulate  for  the  sake 
of  our  own  and  our  client’s  interests. 

As  a  profession,  the  law  has  fallen  from  grace  at  times. 
In  the  fourteenth  century,  the  King  of  England  banned 
lawyers  from  Parliament.  And  in  1523,  the  explorer  Balboa 
proposed  to  King  Ferdinand  that  no  lawyers  be  allowed 
in  America.  About  a  century  ago  one  of  America’s  more 
caustic  critics,  Ambrose  Bierce,  developed  a  new  defini¬ 
tion  of  the  lawyer.  The  lawyer,  he  wrote,  is  “one  skilled 
in  circumvention  of  the  law.” 

Today,  I  believe,  the  reputation  of  the  legal  fraternity  is 
poised  somewhere  at  midpoint  between  the  extremes  of 
the  slime  and  the  sublime. 

The  man  in  the  street  has  regard  for  lawyers,  our  worth 
and  our  merit.  The  members  of  the  public  know  that  we 
will  be  there  even  in  the  hottest  fights.  And  we’ll  be  there 
on  both  sides.  Perhaps  that  is  why  we  are  held  in  regard. 
And  perhaps  that  is  why  we  are  not  always  held  in  the 
highest  regard. 

I’m  here  today  to  talk  about  the  public  interest.  That’s  part 
of  my  job  as  a  public  official.  When  I  was  in  law  school 
one  of  our  professors  often  reminded  us  that  if  you  cut 
through  all  the  complexities  of  the  legal  system,  you  would 
find  that  the  fundamental  social  purpose  of  the  law  was 
to  keep  one  person  from  taking  a  club  to  another  person’s 
head.  Another  way  of  saying  that  is  that  society  charged 
the  legal  profession  with  the  duty  of  ensuring  that  the 
hand  that  cradles  the  rock  does  not  rule  the  world. 


That  was  the  original  public  interest.  By  extension  every¬ 
thing  else  in  the  legal  world  evolved  from  that  fundamental 
social  purpose.  The  public  interest  itself  evolved.  As 
society  became  more  complex,  so  too  did  the  law. 

Having  been  for  many  years  a  practicing  attorney  my¬ 
self,  I  know  from  personal  experience  how  easy  it  is  for 
the  complexities  to  transfix  the  lawyer’s  attention. 

However,  if  the  law  is  to  be  a  profession  held  in  high 
regard  by  the  public,  rather  than  a  trade  held  in  clear 
regard,  the  practicing  attorney  must  look  beyond  the 
complexities  of  the  case  at  hand  to  an  awareness  of  the 
underlying  issue  of  the  public  interest. 

The  purpose  of  an  institute  such  as  this  one  is  to  sharpen 
your  awareness  of  the  legal  and  business  complexities 
arising  from  the  continuing  evolution  of  the  financial  ser¬ 
vices  industry. 

As  the  Federal  administrator  of  national  banks  I  would 
like  to  take  this  opportunity  before  you  begin  to  focus  on 
those  complexities  to  share  with  you  my  perception  of 
the  public  interest  at  this  point  in  that  continuing  evolution. 

For  the  last  120  years  or  so  the  Office  of  the  Comptroller 
of  the  Currency  has  operated  under  the  assumption  that 
maintaining  the  vitality  of  the  national  banking  system  is 
its  ultimate  charge  as  a  regulatory  agency. 

During  all  this  time,  we  have  recognized  that  ensuring  the 
safety  and  soundness  of  the  system  entails  far  more  than 
reviewing  the  books  of  the  institutions  we  supervise.  For 
a  bank  to  be  safe,  it  must  be  strong.  Increasingly,  a  bank’s 
strength  is  a  reflection  of  its  environment.  Obviously,  that 
environment  consists  in  large  part  of  the  types  of  busi¬ 
ness  loans  the  bank  chooses  to  make.  As  we  are  seeing 
with  the  current  plight  of  agricultural  banks  and  banks 
with  high  concentrations  of  energy  loans,  specialization 
in  lending  threatens  to  bind  the  fortunes  of  the  lender  far 
too  tightly  to  the  misfortunes  of  the  customer.  To  focus 
on  these  current  problems  in  the  banking  environment, 
however,  would  be  a  mistake. 

Beyond  loan  exposure  to  weakened  economic  sectors 
the  commercial  banking  system  faces  a  more  serious  and 
fundamental  problem:  the  mediocre  performance  of  com¬ 
mercial  banks  in  general.  The  earnings  and  profitability 
of  national  banks  are  important  determinants  of  their  abil¬ 
ity  to  weather  economic  volatility  and  to  generate  new 
loans.  A  bank  requires  strong,  steady  earnings  to  build 
the  reserves  needed  to  absorb  losses  that  occur  in  the 
normal  course  of  the  business  cycle.  Furthermore,  an 
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attractive  rate  of  profitability  provides  potential  investors 
with  a  reasonable  dividend  yield  and  the  prospect  of 
capital  appreciation  Profitability  thereby  enhances  the 
ability  of  a  bank  to  raise  external  capital.  Unfortunately, 
the  commercial  banking  system  is  becoming  less  profita¬ 
ble  —  both  absolutely  and  relative  to  the  risks  banks 
assume. 

This  trend  of  lower  profitability  is  evident  at  banks  of  all 
sizes.  Although  the  majority  of  the  banking  industry  con¬ 
tinues  to  generate  adequate  earnings,  there  is  a  grow¬ 
ing  minority  of  commercial  banks  with  earnings  that  can 
only  be  characterized  as  poor.  Declining  profits  at  a  large 
number  of  banks  is  an  area  of  growing  weakness.  And 
these  trends  in  bank  earnings  underline  the  difficulties 
all  banks  face  in  today’s  financial  services  marketplace. 

A  major  problem  commercial  banks  confront  is  a  deteri¬ 
oration  in  the  quality  of  their  borrowers  and  in  their  lend¬ 
ing  opportunities.  As  you  know,  the  flight  of  the  high- 
quality  multinational  corporations  from  the  banking 
system  to  the  commercial  paper  market  is  often  cited  as 
evidence  of  this  development.  But  like  a  “bad  news, 
worse  news,"  joke,  we  are  beginning  to  see  the  same 
phenomenon  occurring  at  the  retail  level  —  only  no  one 
in  bank  supervision  is  laughing.  Nonbank  competitors 
—  many  of  whom  are  represented  here  today  —  are  offer¬ 
ing  products  such  as  individual  retirement  accounts, 
credit  cards,  car  loans,  and  home  mortgages.  They  pro¬ 
vide  multipurpose  investment  and  transaction  accounts 
with  features  and  interest  rates  that  are  enabling  them 
to  capture  banking’s  most  profitable  and  least  risky  cus¬ 
tomers.  As  a  consequence,  the  traditional  lending  activi¬ 
ties  of  banks  are  becoming  less  profitable. 

For  the  bank  supervisor,  this  is  a  great  concern. 

A  few  bank  performance  statistics  illustrate  profitability 
trends.  The  average  return  on  assets  for  the  4,200  na¬ 
tional  banks  with  assets  of  less  than  $300  million  declined 
in  1985  for  the  sixth  consecutive  year.  These  are  com¬ 
munity  banks  with  national  charters.  In  1980,  the  aver¬ 
age  ROA  for  these  banks  was  1.13.  In  1985,  it  was  0.53. 
Even  the  median  ROA  fell  for  this  group,  demonstrating 
the  scope  of  the  earnings  pressure.  More  than  one  quar¬ 
ter  of  national  banks  with  assets  of  less  than  $25  million 
lost  money  in  1985. 

Furthermore,  in  recent  years  the  percentage  of  banks  with 
high  earnings  —  a  return  on  assets  in  excess  of  1.5  per¬ 
cent  —  has  fallen.  In  1980,  21.6  percent  of  all  national 
banks  had  an  ROA  of  more  than  1.5  percent.  In  1985, 
only  13  4  percent  of  all  national  banks  had  high  earnings. 
In  1980,  3  percent  of  all  national  banks  experienced 
osses  In  1985,  16  2  percent  of  all  national  banks  did. 
Only  one-third  of  the  national  banks  that  reported  losses 
m  1985  //ere  agricultural  or  energy  banks 


For  national  banks  of  all  sizes  and  types,  loan  loss  provi¬ 
sions  as  a  percentage  of  assets  are  now  two  and  one-half 
times  what  they  were  in  1980.  And  the  percentage  growth 
during  these  years  is  greater  for  institutions  with  assets 
of  $300  million  or  less  than  for  their  larger  counterparts. 

As  these  figures  show,  deteriorating  asset  quality  is  a  key 
factor  in  the  decline  in  earnings  across  the  board.  As  we 
all  know,  the  bottom  line  of  the  balance  sheet  has  become 
a  metaphor  for  a  conclusion  stripped  of  its  supporting 
arguments,  its  rationalization,  and  its  qualifications.  These 
profitability  figures  for  the  national  banking  system  lead 
me  as  a  public  official  with  the  duty  of  protecting  the  pub¬ 
lic  interest  to  several  bottom  line  conclusions.  Banks  must 
be  granted  greater  flexibility  to  diversify  their  sources  of 
income  and  to  restructure  their  products  and  services 
efficiently  and  in  line  with  changing  consumer  demands. 
Without  greater  flexibility,  there  exists  the  potential  for  a 
gradual  erosion  in  the  safety  and  soundness  of  the  bank¬ 
ing  system  which  is  the  public  interest  issue  in  the  field 
of  financial  service  industry  law.  Without  greater  flexibili¬ 
ty,  banks  will  have  little  choice  but  to  engage  in  greater 
risk-taking  within  the  markets  available  to  them.  Without 
greater  flexibility,  the  likely  result  will  be  continued  credit 
problems,  pressure  on  earnings,  and,  over  time,  a  con¬ 
tinued  reduction  in  the  ability  of  the  banking  system  to 
compete  and  deliver  the  products  that  consumers  de¬ 
mand.  The  long-run  stability  of  our  banking  system  hinges 
on  banks  having  the  flexibility  to  adapt  to  changes  in  their 
marketpace  environment. 

Furthermore,  the  long-run  stability  of  our  financial  services 
industry  hinges  on  the  banking  system  being  granted  that 
flexibility.  Without  a  safe,  sound  and  strong  banking 
system,  multifunctional  financial  service  providers  will 
have  no  foundation  on  which  to  build  their  businesses. 
Without  a  safe,  sound  and  strong  banking  system,  mar¬ 
keting  other  financial  services  would  be  like  selling 
answering  machines  and  two-way  desktop  speakers  in 
a  country  where  the  telephones  don’t  work  most  of  the 
time.  It  would  be  like  selling  sports  cars  in  a  country  where 
most  roads  are  unpaved  or  marketing  refrigerators  in  a 
land  where  the  electricity  works  only  a  few  hours  each 
day. 

There  is  a  strange  aspect  to  the  public  interest.  Sooner 
or  later  matters  of  public  concern  affect  all  of  us.  Without 
a  safe,  sound  and  strong  banking  system,  how  long  could 
securities  firms,  insurance  companies  and  retailers  mar¬ 
ket  their  products  to  the  public?  Without  a  safe,  sound, 
and  strong  banking  system,  how  long  would  the  public 
have  confidence  in  the  financial  products  these  compa¬ 
nies  provide? 

The  legal  framework  for  banking  was  never  intended  to 
provide  nonbank  competitors  with  advantages  in  the  mar¬ 
ketplace.  Rather,  the  legal  framework  for  banking  was 
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intended  to  protect  the  public  interest  in  a  safe,  sound 
and  strong  banking  system.  Today,  because  the  demo¬ 
graphic  profile  and  the  technological  resources  of  our 
society  have  changed,  the  means  for  ensuring  a  safe, 
sound  and  strong  banking  system  have  changed.  The 
law  has  yet  to  catch  up  to  the  reality.  The  public  interest, 
however,  has  not  changed. 

By  force,  the  banking  system  can  be  restricted  for  some 
time  to  come  to  the  narrow  confines  of  what  federal  law 
presently  allows  it  to  do.  Yes,  to  those  who  know  how  to 
wield  it,  the  law  can  be  used  as  a  club.  To  use  it  to  that 
end,  however,  would  serve  no  one’s  interest.  Ultimately, 
everyone  would  suffer  the  consequences:  the  banks,  the 
public,  and  the  nonbank  competitor. 

As  you  focus  on  the  complexities  of  the  legal  framework 
for  financial  services  over  the  next  two  days,  I  urge  you 
to  keep  in  mind  the  issue  of  the  public  interest  as  I,  a 
public  official,  perceive  it.  As  a  former  attorney  myself, 
I  am  quite  aware  that  in  representing  your  clients  you 


must,  of  course,  be  advocates.  As  participants  in  an 
adversarial  contest,  you  have  your  roles  to  play.  Rather 
than  addressing  you  in  your  role  as  attorneys,  I'm  appeal¬ 
ing  to  you  as  members  of  the  visible  and  powerful  legal 
profession,  and  as  problem  solvers,  public  policy  makers 
and  leaders,  if  you  so  choose  to  be. 

It  has  often  been  said  that  lawyers  claim  they  never  make 
mistakes.  Paralegals  make  mistakes.  Jurors  make  mis¬ 
takes.  Judges  make  mistakes.  Clients  make  mistakes.  The 
government  makes  mistakes. 

Have  you  ever  heard  of  one  of  our  colleagues  admitting 
that  he  or  she  made  a  mistake? 

So  I  follow  in  a  long  legal  tradition  when  I  say  I  know  it 
was  no  mistake  for  me  to  come  here  this  morning  to 
appeal  to  the  distinguishing  quality  of  the  members  of 
the  legal  community:  your  infallible  ability  to  make  the 
right  judgment  once  the  facts  are  known. 


Statement  of  Robert  B.  Serino,  Deputy  Chief  Counsel,  before  the  House  Sub¬ 
committee  on  Financial  Institutions  Supervision,  Regulation  and  Insurance  of 
the  Committee  on  Banking,  Finance  and  Urban  Affairs,  Washington,  D.C., 
April  17,  1986 


Mr.  Chairman  and  members  of  the  Subcommittee,  thank 
you  for  the  opportunity  to  bring  you  up  to  date  on  the 
Office  of  the  Comptroller  of  the  Currency’s  (OCC)  activi¬ 
ties  in  the  Bank  Secrecy  Act  (BSA)  area  and  to  express 
our  views  on  the  legislative  changes  needed  to  facilitate 
our  efforts  to  assist  the  law  enforcement  community  in 
its  criminal  enforcement  efforts.  As  supervisors  of  the 
national  banking  system,  we  share  this  Subcommittee’s 
concern  that  our  nation’s  financial  institutions  not  be  used 
wittingly  or  unwittingly  to  facilitiate  or  conceal  criminal 
activity.  We  recognize  the  importance  of  our  role  in  as¬ 
sisting  the  law  enforcement  community  and  have  worked 
actively  to  support  their  efforts.  While  we  believe  that  we 
have  made  substantial  progress  in  the  past  year,  we 
recognize  that  much  remains  to  be  done. 

The  progress  report  which  we  provided  to  you  earlier  this 
week  in  response  to  specific  questions  posed  in  your  let¬ 
ter  of  March  27,  1986,  outlines  our  accomplishments  in 
detail.  In  addition  to  questions  regarding  our  progress, 
you  also  asked  for  our  thoughts  with  respect  to  certain 
issues  under  the  various  provisions  of  the  Financial  Insti¬ 
tutions  Regulatory  and  Interest  Rate  Control  Act  of  1978 
and  for  our  analyses  and  comments  on  various  money 
laundering  bills  now  before  the  House.  We  have  ad¬ 
dressed  these  questions  in  detail  in  an  attachment  to  this 
statement.  I  will  not  repeat  what  we  have  written,  but  I 
would  like  today  to  highlight  for  you  certain  key  points. 


First,  we  have  improved  our  management  control  over 
the  agency’s  BSA  program.  We  have,  for  instance,  estab¬ 
lished  in  the  Chief  National  Bank  Examiner’s  (CNBE) 
office  a  central  clearinghouse  for  BSA  operations.  The 
Enforcement  and  Compliance  Division  of  the  OCC  has 
been  coordinating  activities  and  giving  legal  guidance. 
In  the  Districts,  we  have  established  focal  points  for  BSA 
activities.  Bank  secrecy  specialists  and  District  Counsel 
are  charged  with  additional  responsibilities.  These 
changes  have  ensured  a  continuing  focus  on  BSA  issues, 
a  reliable  flow  of  information  on  BSA  matters,  and  a  sound 
operating  structure  for  BSA  compliance  activities.  This 
new  structure  and  the  people  involved  have  contributed 
substantially  to  our  progress  over  the  last  year. 

Second,  we  have  intensified  BSA  training  of  our  exam¬ 
iners.  During  the  past  year  alone  over  half  of  our  exam¬ 
iners  received  training  in  BSA  matters.  This  training  was 
put  together  by  our  BSA  specialists  and  was  presented 
at  District  staff  training  conferences.  It  was  also  given  in 
OCC’s  White-Collar  Crime  course,  which  was  presented 
four  times  in  1985,  and  in  the  Associate  National  Bank 
Examiner  School  for  Advanced  Study.  On-the-job  BSA 
training  activities  also  have  reached  many  of  our  other 
examiners.  For  instance,  the  new  hires  and  junior  assis¬ 
tant  bank  examiners’  training  program  provides  for  them 
to  participate  in  a  BSA  compliance  examination  as  part 
of  their  training.  In  addition,  training  profiles  now  reflect 
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an  examiner's  knowledge  of  the  BSA  and  OCC's  exami¬ 
nation  procedures,  permitting  us  to  target  needed 
training 

Third,  we  have  sought  not  only  to  train  our  examiners, 
but  also  to  increase  awareness  within  the  industry.  As  part 
of  our  efforts  in  this  area,  we  worked  with  the  Federal 
Deposit  Insurance  Corporation  (FDIC)  and  the  Federal 
Reserve  Board  (FRB)  to  develop  a  training  segment  for 
the  American  Bankers  Association’s  one-day  video  con¬ 
ference,  which  was  repeated  in  61  locations  during  late 
1985  and  reached  nearly  6,000  people.  In  addition,  we 
have  provided  speakers  to  participate  in  meetings  before 
banking  and  law  enforcement  community  groups  to  dis¬ 
cuss  BSA  and  other  enforcement  issues.  Moreover,  our 
BSA  specialists  and  attorneys  across  the  country  and 
here  in  Washington  respond  to  inquiries  daily. 

Fourth,  we  have  participated  in  various  interagency  task 
forces  and  working  groups  and  have  continued  to  assist 
the  law  enforcement  community  whenever  possible  in 
their  enforcement  efforts.  We  were,  for  instance,  instru¬ 
mental  in  establishing  a  working  group  consisting  of 
senior  officials  from  our  office,  the  Justice  Department's 
Criminal  Division,  the  FBI,  and  each  of  the  major  finan¬ 
cial  institutions  regulatory  agencies.  The  group’s  purpose 
was  to  improve  the  federal  government’s  effectiveness  in 
fighting  crime  in  the  nation's  financial  institutions. 

The  group  made  significant  progress  during  1985  and 
continues  to  operate  effectively.  Chief  among  its  achiev- 
ments  were  a  variety  of  improvements  in  communications 
between  and  among  the  financial  institutions  regulators 
and  the  law  enforcement  community.  A  standard  crimi¬ 
nal  referral  form  was  designed  and  implemented  for  use 
by  each  of  the  supervisory  agencies  and  all  financial 
institutions.  The  form  has  promoted  consistency  in  the 
reporting  of  suspected  criminal  offenses  and  has  provid¬ 
ed  the  Justice  Department  with  a  better  means  of  track¬ 
ing  criminal  referrals.  The  regulatory  agencies  agreed 
they  would  each  adopt  regulations  or  guidelines  similar 
to  OCC's  Intrepretive  Ruling  (12  C.F.R.  §  7.5225),  which 
requires  banks  to  report  any  suspected  criminal  activity. 
We  have  also  proposed  amendments  to  improve  our  rule. 

In  addition,  the  group  improved  communications  by  iden¬ 
tifying  points  of  contact  in  each  agency  on  the  the  na¬ 
tional  and  local  level,  thus  establishing  a  network  of  indi¬ 
viduals  responsible  for  coordinating  referrals  and 
prosecutions.  Specifically  at  OCC,  District  Counsel  have 
been  required  to  establish  and  maintain  contact  with  in¬ 
dividual  United  States  Attorneys’  Offices,  FBI  offices  and 
strike  forces  for  the  purpose  of  coordinating  criminal 
enforcement  matters. 

Moreover,  to  accelerate  our  response  to  law  enforcement 
nquines,  yve  have  formally  delegated  additional  authori¬ 


ty  to  the  District  Offices  to  respond  and  provide  informa¬ 
tion  directly.  Similarly,  we  have  worked  with  trade  groups 
and  individual  representatives  of  the  banking  communi¬ 
ty  to  establish  banking  community  contacts  for  the  swift 
handling  of  problems  in  this  area. 

OCC  also  has  enhanced  its  Enforcement  and  Compli¬ 
ance  Information  System  (ECIS)  to  track  criminal  refer¬ 
rals  and  improve  communications.  This  system  generates 
reports  that  are  distributed  by  OCC’s  District  Counsel  to 
U.S.  Attorneys  for  feedback  on  the  status  of  referrals.  The 
ECIS  was  recently  expanded  to  include  the  most  signifi¬ 
cant  criminal  referrals  made  by  the  other  regulatory  agen¬ 
cies  and  records  of  disciplinary  actions  taken  by  the  OCC 
or  the  other  agencies  against  bank  officials.  As  a  result, 
we  are  now  able  to  use  the  system  in  our  background 
investigations  of  organizers  of  new  banks  and  of  change 
in  control  applicants. 

The  working  group  also  recommended  that  a  joint  train¬ 
ing  course  be  developed  to  cross  train  FBI  agents  and 
examiners.  The  agencies  and  the  Department  of  Justice 
each  committed  resources,  and  a  formal  training  course 
was  developed.  A  series  of  joint  training  sessions  has 
since  been  held  at  the  FBI  Academy  at  Quantico  and  at 
selected  sites  around  the  country. 

In  addition  to  our  work  with  the  Department  of  Justice 
working  group,  OCC  participated  actively  in  efforts  spe¬ 
cifically  focused  on  improving  BSA  enforcement.  We 
worked  with  Treasury  and  other  financial  institutions  regu¬ 
lators  to  revise  the  uniform  BSA  examination  procedures. 
These  revisions,  which  are  presently  undergoing  a  final 
review  at  Treasury,  should  be  implemented  in  the  near 
future. 

We  also  vigorously  supported  the  work  of  the  IRS/Finan¬ 
cial  Institutions  Regulatory  Working  Group  which  was 
created  in  December  1985  after  the  IRS  was  delegated 
additional  responsibilities  under  BSA.  This  group  will  play 
an  important  role  in  facilitating  communications  among 
the  agencies  with  BSA  enforcement  and  compliance 
responsibilities,  and  in  providing  a  vehicle  for  resolving 
problems.  We  have  also  developed  a  set  of  uniform  guide¬ 
lines  and  procedures  for  handling  BSA  referrals  which 
will  create  a  consistent  method  of  dealing  with  identified 
violations. 

Despite  this  progress,  we  believe  that  we  must  continue 
to  do  more.  To  ensure  that  the  progress  of  the  last  year 
is  not  lost,  on-going  training  and  industry  awareness 
efforts  are  critical.  In  light  of  the  Deficit  Reduction  Act  of 
1985  (Gramm-Rudman-Hollings),  however,  although  OCC 
remains  committed  to  such  efforts,  we  may  not  be  able 
to  maintain  the  same  pace  during  1986.  Resources  have 
been  severely  strained,  and  it  has  been  necessary  to 
make  across-the-board  reductions  in  training  expendi- 
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tures.  Moreover,  District  training  conferences  and  OCC 
attendance  at  public  conferences  and  seminars,  which 
have  been  valuable  vehicles  for  sharing  information  on 
BSA  and  other  important  topics,  have  been  cancelled  or 
reduced. 

In  addition  to  on-going  training  and  education  efforts,  we 
believe  that  progress  is  essential  in  two  critical  areas  if 
gains  are  to  be  made  in  the  federal  government's  efforts 
to  ensure  compliance  with  the  BSA.  These  areas  are  (1) 
increased  coordination  among  the  agencies  with  compli¬ 
ance  and  enforcement  responsibilities  and  (2)  more  effec¬ 
tive  use  of  available  data  for  targeting  compliance  and 
enforcement  efforts. 

Increased  Interagency  Coordination 

We  have  great  faith  in  the  benefits  which  can  be  derived 
from  the  interagency  working  group  process.  As  dis¬ 
cussed  above,  the  Justice  Department’s  working  group, 
in  which  we  actively  participate,  has  proven  how  effec¬ 
tively  the  bank  regulators  can  work  together  with  the  law 
enforcement  community.  We  believe  this  experience  can 
be  used  as  a  model  for  success  in  the  BSA  area,  and 
as  an  active  participant  in  the  IRS/Financial  Institutions 
Regulatory  Working  Group,  we  are  looking  forward  to  the 
same  accomplishments  in  the  BSA  area. 

Improved  Targeting 

Improved  communications  and  utilization  of  available  BSA 
and  other  financial  data  could,  we  believe,  significantly 
increase  the  return  on  our  enforcement  and  compliance 
resources.  Clearly,  neither  OCC  nor  any  of  the  other  finan¬ 
cial  institutions  regulatory  agencies  has  the  resources 
necessary  to  find  all  compliance  violations  through  the 
examination  process  itself.  Instead,  our  examiners  con¬ 
tinually  make  judgments  based  on  available  information 
as  to  where  problems  are  most  likely  to  exist,  targeting 
their  efforts  in  an  attempt  to  identify  and  correct  the  most 
serious  deficiencies. 

This  approach  is  not  unlike  that  used  by  the  IRS  in  its 
tax  enforcement  efforts.  Clearly,  the  IRS  cannot  and 
should  not  audit  each  and  every  taxpayer.  Instead,  it  has 
been  quite  successful  in  developing  statistical  routines 
and  profiles  to  select  for  audit  those  returns  most  likely 
to  contain  compliance  problems.  Similar  efforts  are 
needed  in  the  BSA  compliance  and  enforcement  area. 

We  have  had  some  success  in  targeting  BSA  compliance 
efforts  using  computer  analyses  provided  to  us  periodi¬ 
cally  by  the  Customs  Service.  The  analyses  which  have, 
for  instance,  identified  banks  whose  currency  shipments 
to  or  from  the  Federal  Reserve  Banks  have  been  out  of 
proportion  to  the  number  of  Currency  Transaction  Reports 


(CTR)  they  have  filed,  have  to  date,  focused  only  on  cer¬ 
tain  geographic  areas.  We  think  this  approach  has  great 
value  and  would  like  to  see  it  used  even  more.  We  have 
actively  encouraged  Treasury  efforts  through  the  IRS / 
Financial  Institutions  Regulatory  Working  Group  to  in¬ 
crease  the  use  of  available  data  and  to  develop  statisti¬ 
cal  tools  for  analyzing  the  CTRs  and  other  financial  data 
to  target  institutions  for  intensive  compliance  review.  We 
also  are  working  to  gain  on-line  access  to  the  Treasury 
Financial  Law  Enforcement  Center’s  CTR  database  to 
permit  our  examiners  to  test,  as  part  of  their  examinations, 
whether  the  CTRs  in  the  bank’s  file  have  in  fact  been  filed 
with  the  Treasury. 

Legislative  Initiatives 

A  great  deal  can  be  accomplished  through  initiatives  in 
the  two  areas  I  have  discussed  —  increased  interagency 
cooperation  and  improved  use  of  available  resources  to 
target  compliance  and  enforcement  issues.  We  believe 
that  additional  legislation  is  necessary,  however,  to 
eliminate  restraints  on  interagency  cooperation  and  coor¬ 
dination  and  to  specifically  make  money  laundering  a 
crime. 

We  agree  with  the  general  concept  and  intent  of  the  var¬ 
ious  money  laundering  bills  that  have  been  proposed  and 
support  H.R.  2785,  the  Administration’s  proposal.  We  in 
no  way  countenance  financial  institutions  being  used  to 
facilitate  or  conceal  crime  and  therefore  we  look  forward 
to  working  with  the  subcommittee  in  its  review  of  the  var¬ 
ious  proposals. 

Among  other  things,  these  bills  would  specifically  make 
it  a  substantive  crime  for  anyone  to  knowingly  use  or  allow 
a  financial  institution  to  be  used  to  aid  someone  in  un¬ 
lawful  activities.  We  fully  support  the  concept  of  such 
proposals.  We  believe,  however,  that  care  must  be  taken 
to  ensure  that  the  law  does  not  proscribe  inadvertent  con¬ 
duct  by  an  unwitting  participant. 

We  likewise  believe  that  the  proposed  modifications  to 
the  Right  to  Financial  Privacy  Act  (RFPA)  are  necessary 
to  enable  individuals  and  institutions  to  make  referrals  of 
suspicious  activities  to  the  law  enforcement  community 
without  inadvertently  exposing  themselves  to  potential 
substantial  liability  for  violations  of  the  RFPA  or  other 
federal  or  state  privacy  acts. 

As  to  the  new  summons  power  given  in  the  Administra¬ 
tion’s  bill  to  the  Secretary  of  the  Treasury,  we  believe  it 
may  be  appropriate  under  certain  circumstances  for  that 
power  to  be  delegated  by  the  Secretary  to  the  financial 
institutions  regulatory  agencies  in  order  to  further  an 
examination  or  a  civil  investigation.  For  that  reason,  we 
support  the  provisions  of  H  R  2785  which  would  autho¬ 
rize  the  Secretary  to  delegate  the  power. 
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The  bill  introduced  by  Representative  Hughes,  H  R.  1474, 
would  make  wire  and  other  electronic  transfers"  sub¬ 
ject  to  being  reported  on  a  Currency  or  Monetary  Instru¬ 
ment  Report  (CMIR).  In  light  of  the  number  of  wire  trans¬ 
fers  that  occur  between  institutions  daily,  we  doubt  this 
provision  would  be  cost-effective.  Also,  in  light  of  the  new 
Treasury  regulation  which  enables  Treasury  to  require  a 
specific  financial  institution  to  provide  copies  of  all  wire 
transfers  for  a  particular  period,  we  do  not  believe  such 
a  provision  is  necessary. 

In  addition  to  the  legislative  initiatives  needed  to  specifi¬ 
cally  address  money  laundering,  we  believe  changes  are 
needed  in  other  laws,  which  may  have  been  enacted  with¬ 
out  consideration  of  their  potential  effect  on  drug  traffick¬ 
ing  and  money  laundering  problems,  as  the  laws  consti¬ 
tute  constraints  on  our  efforts  in  working  with  the  law 
enforcement  community.  These  barriers,  which  include 
the  RFPA,  certain  state  privacy  acts,  grand  jury  secrecy 
rules,  and  the  procedures  of  various  agencies,  limit 
cooperation  among  federal  supervisory  and  law  enforce¬ 
ment  officials.  While  these  statutes  are  designed  to  pro¬ 
tect  values  we  all  support,  they  unduly  restrain  legitimate 
government  information-gathering  and  the  free  flow  of 
information  between  and  among  agencies. 

We  have  found  that  the  RFPA  in  particular  has  interfered 
with  our  criminal  referrals  and  has  in  all  likelihood  im¬ 
paired  the  ability  of  the  recipient  agency  to  decide  which 
of  those  referrals  should  be  pursued.  Similarly,  the  grand 
jury  secrecy  limits  prevent  the  law  enforcement  commu¬ 
nity  from  working  closely  with  our  office  and  sharing 
information  obtained  before  a  grand  jury. 

These  limitations  on  the  ability  of  federal  agencies  to 
cooperate  were  highlighted  in  the  Department  of  Justice/ 
Financial  Institutions  Regulatory  Working  Group  Agree¬ 
ment  of  April  2,  1985,  with  a  unanimous  recommenda¬ 
tion  that  legislative  relief  be  swiftly  obtained.  We  believe 
that  these  overly  restrictive  statutory  barriers  to  interagen¬ 
cy  cooperation  should  be  examined  and  consideration 
given  to  reducing  them  so  as  to  remove  unnecessary 
impediments  to  law  enforcement  while  at  the  same  time 
protecting  the  important  interests  they  were  intended  to 
preserve. 

Conclusion 

While  much  has  been  accomplished  since  January  1985, 
we  recognize  that  more  needs  to  be  done.  First,  as  we 
have  indicated,  we  believe  that  continued  coordination 
and  cooperation  among  the  agencies  which  share  BSA 
compliance  and  enforcement  responsibilities  are  critical. 
Second,  greater  use  of  available  data  to  target  compli¬ 
ance  and  enforcement  efforts  will,  we  believe,  significantly 
ncrease  the  return  on  our  resources.  To  assist  us  in  our 
efforts  /ve  encourage  the  Congress  to  consider  favorably 


those  legislative  proposals  before  it  which  would  eliminate 
present  restraints  on  our  efforts  in  working  with  the  law 
enforcement  community  and  their  working  with  us. 

Finally,  as  we  have  said  in  the  past,  law  enforcement 
agencies  and  bank  regulators  alone  can  only  provide  a 
part  of  the  solution.  The  industry’s  own  commitment  and 
efforts  at  self-policing  are  essential  because  the  bank's 
own  internal  control  processes  are  the  most  effective 
mechanisms  for  ensuring  compliance. 

With  the  changes  we  have  urged  and  with  an  active  inter¬ 
agency  working  group  and  a  committed  industry,  we  are 
confident  that  substantial  additional  progress  in  efforts  to 
prevent  the  nation’s  financial  institutions  from  wittingly  or 
unwittingly  being  used  to  further  criminal  activities  will  be 
possible. 

Attachment  1 

I.  Title  I  (Supervisory  Authority  Over  Depository 
Institutions) 

Question  A .  Specifically,  is  there  any  merit  to  consider¬ 
ing  giving  the  regulators  authority  to  impose  civil  money 
penalties  upon  financial  institutions  for  their  failure  to 
report  under  BSA  or  should  the  Treasury  continue  to  have 
the  authority  to  impose  such  penalties? 

OCC  believes  that  the  Treasury  Department  should  con¬ 
tinue  to  maintain  responsibility  for  civil  money  penalties 
against  institutions  or  individuals  who  violate  the  Bank 
Secrecy  Act  (BSA).  Treasury,  which  has  oversight  respon¬ 
sibility  over  the  BSA,  is  in  the  best  position  to  apply  the 
civil  money  penalty  authority  consistently  against  all  finan¬ 
cial  institutions  whether  state  or  Federal.  In  addition,  the 
purpose  of  the  BSA  is  to  aid  law  enforcement.  Where 
there  are  willful  violations  of  the  statute,  we  believe  it  most 
appropriate  for  them  to  be  handled  by  the  law  enforce¬ 
ment  community.  In  any  case  where  there  are  violations 
the  OCC  already  has  available  to  it  a  broad-based  authori¬ 
ty  to  take  independent  action  under  its  cease  and  desist 
authorities  to  address  any  supervisory  concerns  which 
might  arise.  In  this  regard,  the  OCC  has  specifically  direct¬ 
ed  that  banks  take  corrective  actions  when  necessary  to 
address  supervisory  concerns  raised  by  violations  of  the 
BSA.  Where  those  violations  rise  to  a  level  where  they 
might  be  considered  willful,  the  OCC  has,  as  a  matter 
of  course,  made  referrals  to  the  Treasury  Department  and 
the  IRS  for  consideration  of  civil  and/or  criminal  action. 
Since  the  beginning  of  1985,  OCC  has  made  more  than 
75  such  referrals. 

Recently,  OCC  provided  the  Treasury  Department  and 
the  IRS/Financial  Institutions  Regulatory  Working  Group 
with  a  series  of  proposed  changes  to  the  guidelines  for 
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determining  when  and  how  such  referrals  should  be 
made.  OCC  has  suggested  that  Treasury  and  the  group 
review  the  guidelines  and  the  proposed  procedures  to 
improve  them,  with  the  objective  of  having  consistent 
referral  procedures. 

A  combination  of  consistent  guidelines  and  consistent  ap¬ 
plication  of  the  civil  money  penalty  process  coordinated 
by  Treasury  would  appear  to  be  the  best  approach  to  im¬ 
posing  civil  money  penalties  in  the  BSA  area. 

Question  B.  To  what  extent  could  these  powers  be  im¬ 
proved  upon  to  lend  support  in  appropriate  cases  to 
criminal  law  enforcement  investigations? 

Each  of  the  bank  regulatory  agencies  currently  enjoys 
broad  enforcement  authority.  To  a  large  extent,  this 
authority  has  proven  to  be  adequate  in  dealing  with  vio¬ 
lations  of  laws,  rules,  and  orders  which  do  not  amount 
to  criminal  violations.  Nevertheless,  OCC  supports  cer¬ 
tain  modifications  to  some  of  its  authorities  which  would 
further  enhance  its  civil  enforcement  authority.  These 
modifications  include  an  expansion  of  the  categories  of 
individuals  covered  by  OCC’s  cease  and  desist  authority; 
adoption  of  less  rigid  standards  for  use  of  temporary 
cease  and  desist  orders  and  removal  actions;  and 
changes  to  the  Change  in  Bank  Control  Act  (CBCA). 

Also,  OCC  continues  to  support  revisions  to  the  Right  to 
Financial  Privacy  Act  (RFPA)  and  the  Grand  Jury  Secrecy 
Rules  which  would  permit  a  freer  exchange  of  informa¬ 
tion  between  Federal  law  enforcement  authorities  and  the 
bank  supervisory  agencies.  Moreover,  OCC  supports 
legislative  proposals  that  would  restore  the  absolute  im¬ 
munity  that  has  traditionally  permitted  a  Federal  employee 
to  rigorously  enforce  the  law  without  the  fear  of  having 
to  defend  a  frivolous,  harassing  lawsuit. 

Question  C.  To  what  extent,  if  any,  might  the  supervi¬ 
sory  power  over  depository  institutions  under  existing  law 
be  extended  to  uncover  criminal  activities  such  as  tax  eva¬ 
sion,  drug  trafficking  or  money  laundering,  which  could 
affect  the  safety  and  soundness  of  a  financial  institution ? 

As  the  regulatory  agency  responsible  for  the  safety  and 
soundness  of  national  banks,  OCC’s  primary  responsi¬ 
bility  is  to  ensure  that  banks  operate  in  a  safe  and  sound 
manner  consistent  with  all  applicable  laws.  Our  supervi¬ 
sory  process  is  geared  to  make  such  determinations. 
Since  OCC  examiners  are  not  criminal  investigators,  the 
supervisory  process  is  not  specifically  designed  to  ferret 
out  evidence  of  criminal  activity.  Of  course,  whenever 
examiners  uncover  such  evidence  during  the  course  of 
their  examination  of  a  bank's  affairs,  they  clearly  under¬ 
stand  their  responsibility  to  document  and  make  appropri¬ 
ate  criminal  referrals  to  the  law  enforcement  community. 


The  OCC  and  the  other  bank  regulatory  agencies  are 
constantly  working  on  ways  to  improve  the  criminal  referral 
process.  In  this  regard,  we  believe  that  we  need  to  con¬ 
tinue  to  develop  methods  of  effectively  utilizing  our 
resources  through,  among  other  things,  targeting  and 
randomly  selecting  specific  institutions  for  more  intensive 
examination  in  the  BSA  area. 

OCC  believes  that  the  best  and  most  effective  method 
of  deterring  criminal  activity  in  banking  institutions  is  to 
vigorously  prosecute  such  activity  when  discovered.  To 
this  end,  OCC  has  a  long  history  of  making  its  examiners 
and  attorneys  available  to  work  with  the  law  enforcement 
community  for  the  purpose  of  resolving  criminal  investi¬ 
gations.  Where  deemed  useful,  OCC  has  made  its  exam¬ 
iners  available  to  serve  as  agents  of  the  grand  jury  to  more 
directly  assist  prosecuting  officials. 

II.  Titles  VI  (Change  in  Bank  Control  Act) 

Question  A.  What  modifications,  if  any  do  you  feel  are 
necessary  to  deny  acquisitions  of  control  to  unqualified 
or  dishonest  individuals? 

We  have  supported  for  years  the  need  for  the  Change 
in  Bank  Control  Act  (CBCA).  We  believe  it  is  an  effective 
means  to  deny  ownership  of  financial  institutions  to  dis¬ 
reputable  individuals.  We  believe,  however,  that  the  CBCA 
could  be  improved  to  make  it  a  more  effective  tool.  We 
are  considering  specific  modifications  to  the  CBCA,  which 
we  would  be  happy  to  discuss  with  the  Subcommittee 
at  any  time  and  to  share  suggested  legislative  language 
with  you  once  it  has  received  formal  clearance. 

Question  B.  Should  more  specific  standards  regarding 
what  constitutes  sufficient  integrity  or  criteria  be  used  to 
determine  what  would  not  be  in  the  best  interest  of  the 
depositors  or  the  public  be  included  by  statute  or  im¬ 
posed  by  regulation? 

The  OCC  has  not  defined  by  regulation  the  specific  level 
of  integrity  of  any  proposed  acquiring  person  or  provided 
specific  criteria  to  determine  when  it  would  be  in  the  pub¬ 
lic  interest  that  a  person  be  denied  bank  control.  To 
specify  the  conduct  or  other  grounds  which  might  pro¬ 
vide  the  basis  for  disapproving  proposed  changes  in 
bank  control  might  unnecessarily  limit  our  mandate  to 
enforce  the  CBCA  by  restricting  those  grounds  upon 
which  disapproval  of  notices  of  change  in  control  may 
be  based.  We  are  aware,  however,  of  the  Federal  Home 
Loan  Bank  Board's  (FHLBB)  new  regulation  which  de¬ 
fines  the  factors  they  will  consider  in  assessing  the  integ¬ 
rity  and  competence  of  those  applying  for  approval  under 
the  Change  in  Savings  and  Loans  Control  Act  (CSLCA) 
We  will  review  the  Board's  experience  with  this  approach 
and  evaluate  whether  a  similar  regulation  would  be  effec¬ 
tive  under  the  CBCA  for  national  banks. 
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While  the  OCC  presently  requests  information  in  the 
change  of  control  application  concerning  the  identity, 
source  and  amount  of  funds  that  will  be  used  for  the 
acquisition,  we  recently  amended  the  application  to  re¬ 
quire  disclosure  of  the  identities  of  any  undisclosed  par¬ 
ties  in  interest  This  information  directly  relates  to  the  "in¬ 
tegrity”  and  "public  interest"  determinations,  and  it  is 
hoped  it  will  permit  the  OCC  to  determine  all  real  parties 
in  interest  to  the  proposed  transaction. 

In  order  for  the  OCC  to  obtain  additional  information  on 
which  to  base  its  decisions  in  CBCA  cases,  we  have 
under  consideration  a  proposed  rule  that  would  require 
public  notice  of  CBCA  applications  and  would  solicit  pub¬ 
lic  comments  on  the  applicants.  The  rule  would  increase 
the  universe  from  which  information  is  gathered,  enabling 
the  OCC  to  benefit  from  the  increased  amount  of  infor¬ 
mation  available  in  its  deliberations. 

Question  C.  Should  the  agency  be  given  more  time  In 
which  to  disapprove  an  application  for  change  of  con¬ 
trol  (currently  within  60  days,  not  to  exceed  90  under  cer¬ 
tain  circumstances)? 

Changes  to  the  CBCA  which  would  permit  the  appropri¬ 
ate  Federal  banking  agency  to  extend  the  period  in  which 
it  may  issue  a  disapproval  or  a  conditional  approval  of 
a  change  in  bank  control  are  being  considered  by  OCC. 
Such  an  extension  in  time  could  aid  the  OCC  in  adminis¬ 
tering  the  CBCA.  It  also  could  increase  the  benefits  to 
be  derived  from  the  additional  information  the  OCC  ex¬ 
pects  to  receive  as  a  result  of  the  proposed  rule  which 
would  permit  public  comments  on  CBCA  applications. 

Question  D.  What  is  the  standard  used  for  the  term  1  'will¬ 
ful”  under  the  Act ?  Does  this  definition  create  problems 
for  the  agency?  If  so,  what  are  they? 

While  OCC  does  not  believe  that  the  willfulness  standard 
in  the  CBCA  civil  money  penalty  provision  has  created 
problems  for  the  agency  to  date,  we  nevertheless  believe 
that  consideration  should  be  given  to  eliminating  this  stan¬ 
dard  from  the  statute.  This  change  would  make  the  stan¬ 
dard  consistent  with  the  civil  money  penalty  standards 
presently  contained  in  12  USC  §§  93(b),  504(a),  and 
1818(i),  and  would  help  us  deal  more  effectively  with  vio¬ 
lations  of  the  CBCA. 

Deletion  of  the  "willfullness"  standard  need  not  pose  any 
threat  that  innocent  investors  would  be  punished  for  their 
conduct  The  Federal  Financial  Institutions  Examination 
Council's  civil  money  penalty  guidelines,  which  are  used 
by  all  of  the  banking  agencies  in  determining  whether 
to  assess  civil  money  penalties,  have  proven  to  ensure 
fair  and  consistent  treatment.  They  could  be  readily  ap- 
plied  m  considering  whether  to  assess  penalties  for  vio- 
lat  or  s  of  the  CBCA  Moreover,  when  considering  whether 


to  assess  civil  money  penalties,  OCC  also  uses  addition¬ 
al  criteria  which  include  considerations  relating  to  willful¬ 
ness,  personal  benefit,  and  knowledge. 

Question  E.  What  problems,  if  any,  is  the  agency  incur¬ 
ring  in  obtaining  sufficient  relevant  information  on  foreign 
nationals  seeking  to  acquire  U.S.  depository  institutions? 

To  date,  the  OCC  has  not  experienced  any  major,  recur¬ 
ring  problems  in  obtaining  information  on  foreign  nation¬ 
als  wishing  to  acquire  national  banks.  On  occasion,  how¬ 
ever,  problems  have  developed  which  are  unique  to  these 
types  of  filings.  The  most  pronounced  problem  has  been 
in  obtaining  the  information  within  the  timeframes  stated 
in  the  CBCA. 

Quite  often  information  is  required  through  our  embas¬ 
sies  or  through  foreign  central  banks.  This  process  is  a 
time-consuming  one.  Also,  in  cases  involving  foreign  na¬ 
tionals,  requests  are  made  to  a  greater  number  of  agen¬ 
cies,  and  since  the  agencies  are  not  required  to  respond 
to  us,  often  their  responses  are  not  timely.  The  informa¬ 
tion  obtained  from  central  banks  and  other  third  parties 
is  often  a  major  factor  in  the  decision  but,  because  it  is 
not  information  requested  of  the  acquirer,  we  do  not  be¬ 
lieve  the  CBCA  allows  the  agency  sufficient  authority  to 
extend  the  timeframes  in  order  to  obtain  the  information. 
As  stated  previously,  an  expanded  set  of  timeframes 
could  help  solve  this  problem. 

Another  problem,  which  is  encountered  rarely  but  is  very 
significant,  is  the  inability  to  use  information  provided  to 
us  by  other  U.S.  Government  agencies,  foreign  regula¬ 
tors,  or  other  parties  because  of  limitations  placed  on  the 
use  of  this  information  by  these  parties.  On  occasion,  in¬ 
formation  reflecting  negatively  on  an  acquirer’s  charac¬ 
ter  is  obtained  but  is  furnished  under  a  requirement  that 
it  cannot  be  disclosed.  Because  the  reasons  for  any  dis¬ 
approval  must  be  given  to  the  acquiring  party,  this  infor¬ 
mation  may  be,  in  effect,  useless.  In  addition,  the  OCC 
may  be  unable  to  gain  access  to  certain  information  due 
to  current  requirements  of  law.  See,  e.g.  The  Grand  Jury 
Secrecy  Rule  6(e),  Fed.  R.  Crim.  P  As  we  have  noted 
repeatedly,  we  believe  significant  steps  need  to  be  taken 
to  permit  better  sharing  of  information. 

III.  Title  XI  (Right  to  Financial  Privacy  Act) 

Question  A .  As  you  know,  the  Right  to  Financial  Privacy 
Act  gives  individuals  notice  of,  and  a  right  to  challenge, 
federal  government  agency  requests  for  their  bank 
records.  In  1978  this  committee  sought  to  strike  a  balance 
between  a  customer’s  right  of  privacy  and  the  need  of 
law  enforcement  agencies  to  obtain  financial  records  pur¬ 
suant  to  legitimate  investigations.  Today,  our  goals  are  not 
any  different  from  what  they  were  in  1978  However,  some 
law  enforcement  officials  have  suggested  that  the  1978 
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Act  is  at  times  an  impediment  to  legitimate  law  enforce¬ 
ment  investigations.  Indeed,  the  Administration’s  bill,  HR. 
2785,  would  deny  the  customer's  financial  privacy  pro¬ 
tection  under  the  Act  under  certain  circumstances.  The 
subcommittee  would  welcome  your  comments  on  the  ex¬ 
periences  you  have  had  with  Right  to  Financial  Privacy 
concerns,  and  whether  in  your  opinion  amendments  to 
the  Right  to  Financial  Privacy  Act  are  warranted. 

On  numerous  occasions,  OCC  has  expressed  its  frustra¬ 
tions  with  the  restrictions  imposed  by  the  Right  to  Finan¬ 
cial  Privacy  Act  (RFPA)  on  the  free  exchange  of  informa¬ 
tion  between  the  bank  regulatory  agencies  and  Federal 
law  enforcement  officials.  That  frustration  has  not  abat¬ 
ed.  The  RFPA  in  particular  has  interfered  with  our  crimi¬ 
nal  referral  process,  preventing  us  from  providing  full  in¬ 
formation  with  our  initial  referrals  and,  consequently,  has 
affected  the  recipient  agency’s  ability  to  determine  effec¬ 
tively  which  referrals  should  be  pursued. 

Under  the  RFPA,  the  OCC  has  been  limited  on  the  quan¬ 
tity  of  information  that  could  be  provided  in  a  criminal 
referral  absent  a  post-transfer  notice  to  the  customer(s) 
involved.  Post-referral  notifications  always  run  the  risk  of 
premature  disclosure  of  criminal  investigations,  raising  the 
possibility  of  evidence  disappearing,  witnesses  failing  to 
come  forward,  and  defenses  being  manufactured. 
Recognizing  this,  OCC  has,  as  a  matter  of  course,  made 
referrals  in  such  a  manner  as  to  avoid  the  necessity  of 
such  notice. 

It  is  difficult  to  determine  what  impact  this  approach  has 
had  on  the  prosecution  of  cases  referred  by  OCC.  Refer¬ 
rals  with  limited  information,  of  necessity,  cannot  always 
adequately  convey  the  depth  or  significance  of  a  given 
criminal  offense.  Moreover,  it  is  difficult  for  the  Department 
of  Justice  to  adequately  assess  the  strengths  and  weak¬ 
nesses  of  a  potential  bank  fraud  case  unless  it  is  able 
to  evaluate  these  factors.  A  proper  evaluation  requires  ac¬ 
cess  to  all  of  the  facts  which  may  bear  on  the  significance 
of  the  criminal  activity.  Nevertheless,  the  restrictions  im¬ 
posed  by  the  RFPA  prevent  this  type  of  analysis  from  tak¬ 
ing  place  at  the  time  of  the  initial  referral. 

It  is  only  after  a  grand  jury  subpoena  has  been  served 
and  the  documents  are  examined  that  an  appropriate 
evaluation  can  be  made.  Likewise,  in  order  for  us  to  pro¬ 
tect  our  examiners  from  inadvertently  violating  the  RFPA 
when  they  meet  with  law  enforcement  officials  to  discuss 
cases,  we  have  generally  required  a  grand  jury  sub¬ 
poena.  One  obvious  problem  presented  by  this  approach 
is  that  it  creates  unnecessary  barriers  to  providing  infor¬ 
mation  and  in  most  cases  requires  several  contacts  and 
delays  before  all  of  the  relevant  facts  are  in  the  hands  of 
the  prosecutor. 

While  OCC  has  attempted  through  oral  contacts  with  the 


U.S.  Attorneys’  offices,  to  minimize  any  damage  that  could 
be  done  by  these  impediments,  the  initial  lack  of  a  full 
written  explanation  of  the  basis  for  the  criminal  referral, 
has,  in  OCC’s  judgment,  unnecessarily  impeded  the  law 
enforcement  process. 

It  is  very  difficult  to  quantify  the  extent  to  which  the  RFPA 
has  actually  impeded  an  investigation  or  to  what  extent 
a  lack  of  information  influenced  a  decision  to  not  pursue 
a  case.  We  do  know,  however,  that  the  limitations,  either 
actual  or  perceived,  have  unreasonably  hindered  full 
cooperation  among  and  between  the  banking  agencies 
and  the  law  enforcement  community.  The  Justice/Fman- 
cial  Institutions  Regulatory  Working  Group  in  the  final 
Agreement  of  April  2,  1985,  unanimously  concluded  that 
restraints  like  the  RFPA  should  be  modified  if  the  Govern¬ 
ment  is  to  coordinate  effectively  its  efforts  in  its  battle 
against  all  types  of  crime. 

We  have  long  maintained  that  these  limitations  could  be 
significantly  relaxed  without  any  significant  intrusion  into 
privacy  rights,  with  an  amendment  such  as  that  contained 
in  the  Administration’s  bill,  H.R.  2785.  The  bill’s  provisions 
would  not  intrude  on  any  right  of  privacy  as  they  would 
only  allow  information  already  legally  in  the  hands  of  the 
Government  to  be  used  by  other  agencies  of  the  Govern¬ 
ment  for  law  enforcement  purposes.  The  purposes  of  the 
RFPA,  to  prevent  the  extra-legal  use  of  bank  records, 
would  be  preserved. 

Money  Laundering  Bills 

Several  bills  now  before  the  House  would  create  a  new 
crime  of  money  laundering.  They  prohibit  a  person  from 
engaging  in  a  financial  transaction  with  criminally  derived 
property,  knowing  that  the  property  is  criminally  derived. 
We  support  fully  these  bills’  intent  to  prevent  anyone, 
whether  inside  or  outside  of  a  financial  institution,  from 
knowingly  using  the  institution  to  launder  funds.  We  agree 
particularly  that  the  knowing  standard  should  be  main¬ 
tained  to  ensure  that  individuals  or  institutions  are  not  sub¬ 
ject  to  severe  criminal  penalties  for  inadvertent  violations. 
We  similarly  endorse  the  enhanced  penalties  and  sug¬ 
gest  that  the  size  of  any  monetary  penalty  be  based  on 
various  factors,  including  the  culpability  of  the  individual 
or  institution  and  the  financial  solvency  of  the  violator. 

We  believe  that  the  provisions  in  the  bills  that  would 
modify  the  RFPA  and  that  would  preempt  state  laws  are 
necessary  to  enable  individuals  or  institutions  to  make 
referrals  to  the  law  enforcement  community  of  suspicious 
activities  without  inadvertently  exposing  themselves  to 
potential  substantial  liability  for  violations  of  the  RFPA  or 
other  Federal  or  state  privacy  acts.  Likewise,  as  explained 
in  detail  in  our  April  14,  1986  progress  report  to  this 
Subcommittee  in  response  to  question  3  of  the  Chair¬ 
man's  letter  of  invitation  of  March  27,  1986,  we  believe 
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that  the  limitations  in  the  RFPA  should  not  apply  to 
Government  sharing  of  information  for  law  enforcement 
purposes  once  the  information  has  been  obtained 
through  lawful  processes. 

Attachment  2 

April  14,  1986 

The  Honorable  Fernand  J.  St  Germain 
Chairman 

Subcommittee  on  Financial  Institutions 
Supervision,  Regulation  and  Insurance 
Committee  on  Banking,  Finance  and 
Urban  Affairs 

U.S.  House  of  Representatives 
Washington,  D.C.  20515 

Dear  Mr.  Chairman: 

In  response  to  your  letter  of  March  27,  1986,  we  are 
pleased  to  provide  a  report  updating  the  Subcommittee 
on  our  efforts  to  improve  enforcement  of  the  Bank  Secrecy 
Act  (BSA).  The  report  includes  detailed  responses  to  the 
eight  points  mentioned  in  the  letter.  Together  with  the 
responses  to  the  questions  raised  on  the  Financial  Insti¬ 
tutions  Regulatory  and  Interest  Rate  Control  Act  of  1978 
and  the  requested  analysis  of  various  bills  dealing  with 
money  laundering  appended  to  our  testimony,  it  offers 
a  comprehensive  overview  of  what  we  have  accom¬ 
plished  in  the  BSA  area  and  progress  we  hope  to  see 
made  in  the  future. 

Since  this  Office  testified  before  the  Subcommittee  last 
April  on  the  BSA,  we  have  taken  strides  to  improve  BSA 
compliance.  We  have  focused  management  control  over 
our  BSA  program,  establishing  a  central  clearinghouse 
for  BSA  operations  and  responsibilities  in  the  Chief  Na¬ 
tional  Bank  Examiner’s  office  and  designating  focal  points 
for  BSA  activities  in  the  districts.  We  have  intensified  BSA 
training  of  examiners  such  that  over  half  of  our  examiners 
received  some  BSA  training  last  year.  We  have  made  a 
concerted  effort  to  increase  industry  awareness  of  the 
BSA  by  participating  in  meetings  to  discuss  the  Act  and 
by  helping  to  develop  a  training  segment  for  an  Ameri¬ 
can  Bankers  Association  teleconference  on  the  subject. 
And,  we  have  taken  an  active  role  in  establishing  and 
facilitating  interagency  task  groups  on  bank-related  crime 
in  general  and  BSA  enforcement  in  particular. 

In  order  to  build  on  the  progress  that  we  have  made  in 
the  BSA  area  over  the  past  year,  we  will  continue  on-going 
framing  efforts  to  heighten  industry  awareness.  In  addi¬ 
tion  y/e  will  work  toward  increased  interagency  coordi- 
r  ation  and  improved  utilization  of  information  to  target 
BSA  enforcement  efforts. 


While  much  has  been  accomplished  since  January  1985, 
more  needs  to  be  done.  This  Office  is  committed  to  its 
role  in  ensuring  BSA  compliance.  But,  law  enforcement 
agencies  and  bank  supervisors  alone  can  provide  only 
part  of  the  answer.  The  industry’s  own  commitment  and 
efforts  at  self-policing  are  essential  because  banks’  inter¬ 
nal  controls  are  the  most  effective  mechanisms  for 
promoting  BSA  compliance.  With  the  legislative  changes 
we  urge  in  our  testimony  and  active  interagency  cooper¬ 
ation  and  a  committed  industry,  we  are  confident  that  sub¬ 
stantial  additional  progress  can  be  made  in  preventing 
the  nation’s  financial  institutions  from  being  used,  wittingly 
or  unwittingly,  to  further  criminal  activity. 

I  look  toward  to  working  with  the  Subcommittee  in  the 
important  task  of  improving  BSA  compliance. 

Robert  L.  Clarke 
Comptroller  of  the  Currency 


Report  to  the  Subcommittee  on  Financial  Institutions 
Supervision,  Regulation,  and  Insurance  Committee  on 
Banking,  Finance,  and  Urban  Affairs  United  States 
House  of  Representatives 

Bank  Secrecy  Act  Enforcement  Since  January  1,  1985 

April  14,  1986 

The  Office  of  the  Comptroller  of  the  Currency  (OCC)  has 
accomplished  a  great  deal  since  January  1,  1985,  in  its 
effort  to  improve  national  banks’  compliance  with  the 
Bank  Secrecy  Act  (BSA).  Our  efforts  have  proceeded 
along  the  lines  set  forth  in  our  testimony  before  this  Sub¬ 
committee  on  April  3,  1985.  Specifically,  as  reported  in 
our  October  1986  six-month  progress  report  and  again 
in  briefings  for  your  staff  in  February  of  this  year,  we  have 
improved  training  of  our  examiners,  increased  awareness 
and  understanding  of  the  Act’s  provisions  in  the  national 
banking  community,  improved  management  control  over 
our  examination  efforts,  and  worked  to  further  effective 
enforcement  by  increasing  coordination  with  Treasury,  the 
other  federal  banking  agencies,  and  the  law  enforcement 
community. 

The  following  progress  report  responds  to  specific  ques¬ 
tions  posed  in  your  March  27,  1986,  letter  of  invitation. 

Question  1.  The  number  of  institutions  examined  by  your 
agency  since  January  1,  1985,  and  the  number  and  type 
of  violations  of  the  BSA  found  at  these  institutions,  and 
actions  taken  by  your  agency  on  these  violations. 

During  the  period  January  1,  1985,  through  December 
31,  1985,  OCC  conducted  approximately  4,150  examina¬ 
tions.  These  examinations  varied  in  duration  as  well  as 
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scope.  An  examination  may  be  conducted  by  one  exam¬ 
iner  for  as  little  as  a  day  or  many  examiners  for  several 
weeks.  The  scope  of  an  examination  may  involve  an 
analysis  of  a  specific  area  of  a  bank’s  operation  or  a 
comprehensive  analysis  of  the  entire  institution. 

Of  the  4,150  examinations,  1,084  identified  violations  of 
the  BSA.  The  most  frequently  cited  violation  relates  to 
improper  completion  of  Form  4789,  Currency  Transaction 
Report  (CTR).  Common  errors  include  incomplete  ad¬ 
dresses,  improper  identity  verification,  incomplete/incor¬ 
rect  name  and  address  of  reporting  financial  institution, 
incorrect  identification  number  of  financial  institution,  and 
failure  to  sign  the  CTR.  Late  filing  of  CTRs  is  also  a 
problem,  though  to  a  lesser  degree. 

Another  problem  noted  was  the  failure  to  file  CTRs.  A 
major  problem  involved  the  non-filing  of  CTRs  on  trans¬ 
actions  with  foreign  banks.  This  problem  relates  to  a  1980 
change  in  the  regulation  which  eliminated  the  exemption 
for  transactions  with  foreign  banks.  Although  we  forward¬ 
ed  copies  of  the  changed  regulation  to  the  national  banks, 
it  is  apparent  that  many  missed  the  change.  Since  early 
1985,  the  banking  community  has  become  much  more 
aware  of  this  requirement,  and  we  are  now  seeing  fewer 
of  these  violations. 

Some  problems  in  complying  with  the  exemption  list 
requirement  in  the  regulation  have  also  been  noted. 
Examiners  have  found  instances  where  ineligible  cus¬ 
tomers  are  included  on  exemption  lists,  exemption  lists 
fail  to  include  the  required  information,  or  the  dollar 
amount  of  the  exemption  is  suspect. 

Banks  have  also  been  cited  for  recordkeeping  violations. 
Foremost  has  been  the  failure  to  properly  record  a  state¬ 
ment  of  purpose  on  loans  in  excess  of  $5,000  not  secured 
by  an  interest  in  real  property. 

The  majority  of  BSA  violations  appear  to  result  from  the 
weaknesses  in  banks'  internal  controls  and  policies.  How¬ 
ever,  through  the  efforts  of  all  parties,  enhanced  compli¬ 
ance  efforts  within  banks  are  being  noted. 

OCC  submits  all  violations  noted  in  examination  reports 
to  the  Department  of  the  Treasury  on  a  quarterly  basis. 
Where  special  attention  is  warranted,  OCC  makes  a 
separate  referral  of  the  matter.  More  than  75  such  refer¬ 
rals  were  made  in  1985.  These  referrals  had  been  made 
directly  to  Treasury’s  Office  of  the  Assistant  Secretary  for 
Enforcement.  In  light  of  the  recent  delegation  from  the 
Secretary  to  the  IRS,  and  in  line  with  the  suggestion  of 
the  new  IRS/Financial  Institutions  Regulatory  Working 
Group  that  was  created  in  December  of  1985,  these  sep¬ 
arate  referrals  for  consideration  of  criminal  or  civil  penal¬ 
ties  are  now  being  sent  directly  to  the  IRS,  Criminal 
Investigation  Division  (CID),  with  a  copy  provided  to  the 
Assistant  Secretary  for  Enforcement.  Once  referrals  have 


been  made,  our  examiners  and  attorneys  attempt  to  assist 
the  agents  of  the  IRS  or  other  members  of  the  law  en¬ 
forcement  community  as  requested  in  their  investigations 

Administratively,  where  a  bank’s  systems  need  improve¬ 
ment,  we  direct  that  corrective  actions  be  taken.  In  certain 
instances,  OCC  has  used  its  formal  enforcement  powers 
to  require  that  these  actions  be  taken. 

Question  2.  Describe  the  training  programs  given  to 
your  examiners  in  BSA  techniques  and  procedures.  What 
improvements,  if  any  have  been  made  since  January  1, 
1985? 

OCC  has  enhanced  the  training  of  its  examiners  in  the 
BSA.  Through  a  variety  of  programs,  instruction  has  been 
and  continues  to  be  provided  to  all  levels  of  examining 
personnel. 

Training  Crew  —  Virtually  every  new  examiner  hired  by 
the  OCC  is  placed  on  a  training  crew  for  a  period  of  at 
least  six  months.  Crews  consist  of  commissioned  nation¬ 
al  bank  examiners  (leaders),  seasoned  associate  exam¬ 
iners  (assistants)  and  trainees.  The  program  training 
manual  specifically  addresses  BSA  issues  and  was  re¬ 
cently  updated  to  improve  the  BSA  segment.  The  train¬ 
ing  crews  circulate  to  national  banks  and  conducts  exam¬ 
inations  as  a  team.  The  training  they  receive  is  a 
combination  of  "classroom”  sessions  and  on-the-job 
training.  Part  of  the  training  agenda  is  to  conduct  BSA 
compliance  examinations. 

District  Staff  Training  Conferences  —  In  1985,  District  staff 
training  conferences  were  held  for  District  examining  per¬ 
sonnel  in  all  OCC  Districts.  Specialists  from  the  Washing¬ 
ton  and  District  Offices  conducted  BSA  training  sessions 
at  each.  The  participants  in  these  sessions  generally  were 
examiners  with  at  least  two  years  experience.  Senior 
examiners  and  district  management  also  participated  in 
the  sessions. 

The  purpose  of  the  sessions  was  to  heighten  BSA  aware¬ 
ness;  increase  expertise;  provide  examination  guidance 
and  guidance  for  referring  cases  of  noncompliance  to 
Treasury/IRS;  and  address  miscellaneous  concerns  and 
problems  encountered  in  BSA. 

Associate  National  Bank  Examiner  School  for  Advanced 
Study  —  This  school  is  for  examiners  preparing  for  com¬ 
mission  as  national  bank/trust  examiners.  A  special  BSA 
section  was  written  for  the  school  and  is  part  of  the  cur¬ 
riculum  for  1986.  The  objectives  of  the  course  are  twofold 
to  impart  knowledge  of  BSA  requirements  and  to  ensure 
that  attendees  are  knowledgeable  of  OCC’s  BSA  exami¬ 
nation  procedures. 

Field  Manager  Meetings  —  These  meetings  are  attended 
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by  all  supervising  examiners,  District  management  and 
certain  District  Office  staff.  A  variety  of  issues  are  covered. 
In  many  instances,  District  policies  and  procedures  are 
established  for  those  items  requiring  such  action.  BSA 
was  a  significant  topic  in  each  District  during  1985. 

White  Collar  Crime  School  —  This  school  trains  examiners 
m  the  detection  of  white-collar  crime  and  how  to  work  with 
law  enforcement  matters.  Given  four  times  a  year,  it  is 
attended  by  senior  commissioned  examiners.  A  special 
segment  has  been  developed  on  BSA  and  money  laun¬ 
dering  issues.  Likewise,  throughout  the  course  the  impor¬ 
tance  of  working  cooperatively  with  the  law  enforcement 
community  is  stressed. 

FBI/Financial  Institutions  Regulatory  In-Service  Program 

—  Pursuant  to  the  recommendation  of  the  Department 
of  Justice/Fmancial  Institutions  Regulatory  Working  Group 
Agreement  of  April  2,  1985,  a  new  training  course  jointly 
sponsored  by  the  FBI  and  the  bank  regulatory  agencies 
to  be  attended  by  senior  FBI  agents  and  senior  examiners 
from  each  of  the  agencies  was  developed.  The  purpose 
of  the  course  is  to  cross-train  examiners  from  all  of  the 
federal  financial  institutions  regulatory  agencies  and  FBI 
agents  in  investigations  and  prosecutions.  Since  its  incep¬ 
tion,  this  course  has  been  given  a  number  of  times  in  var¬ 
ious  locations  throughout  the  country. 

Other  Training  —  OCC’s  Training  and  Development  Divi¬ 
sion  has  established  a  computer-based  technical 
progress  evaluation  for  newly  promoted  examiners.  This 
system  has  been  implemented  in  each  of  the  Districts. 
The  purpose  of  the  evaluation  is  to  identify  areas  where 
an  examiner  requires  additional  training.  BSA  issues  are 
part  of  this  program. 

The  Uniform  Commission  Examination  is  given  to  all 
examiners  progressing  from  the  rank  of  associate  national 
bank  examiner  to  national  bank  examiner.  This  is  a  test 
of  an  individual’s  overall  knowledge  of  laws,  policies,  and 
procedures.  The  amount  of  BSA  related  material  has 
been  increased. 

OCC  is  committed  to  developing  and  maintaining  BSA 
knowledge  of  its  employees  at  a  high  level.  Their  aware¬ 
ness  and  knowledge  are  further  increased  through  our 
efforts  to  alert  the  banking  industry  and  the  public  to  BSA 
concerns. 

Question  3.  Describe  efforts  your  agency  has  under¬ 
taken  to  improve  communication  with  law  enforcement 
agencies.  What  legal  or  policy  impediments  still  exist  that 
interfere  with  an  open  communication  between  the  agen¬ 
cy  and  law  enforcement  officials.  Are  they  justified,  in  your 
opinion ? 

In  late  1984,  the  OCC  was  instrumental  in  establishing 


the  Justice/Fmancial  Institutions  Regulatory  Working 
Group,  consisting  of  senior  officials  from  the  OCC,  U.S. 
Department  of  Justice  Criminal  Division,  the  FBI,  the 
Federal  Reserve  System,  the  Federal  Deposit  Insurance 
Corporation  (FDIC)  and  the  Federal  Home  Loan  Bank 
Board  (FHLBB).  The  purpose  of  this  group  was  to  ad¬ 
dress  common  problems  and  to  promote  cooperation 
toward  the  goal  of  improving  the  Federal  Government’s 
response  to  white-collar  crime  in  the  nation's  federally 
regulated  financial  institutions.  Through  a  series  of  meet¬ 
ings  conducted  first  on  a  weekly  basis  and  subsequently 
on  a  monthly  basis,  the  working  group  made  significant 
progress  in  a  number  of  areas.  Chief  among  these  are 
the  design  and  implementation  of  a  standard  criminal 
referral  form  for  use  by  each  of  the  supervisory  agencies 
and  institutions.  The  purpose  of  the  form  is  to  create  a 
consistent  manner  of  reporting  suspected  criminal  of¬ 
fenses  and  to  provide  the  Department  of  Justice  with  a 
better  means  to  track  criminal  referrals.  Each  agency  also 
worked  to  adopt  new  regulations,  guidelines  or  policies 
similar  to  OCC’s  to  require  all  regulated  institutions  to 
report  potential  criminal  offenses  to  law  enforcement. 

Each  agency  and  the  Department  of  Justice  also  estab¬ 
lished  a  network  of  contacts  on  a  national  and  local  level 
who  could  be  contacted  for  purposes  of  coordinating 
referrals  and  prosecutions.  This  list  has  been  widely  dis¬ 
tributed  and  will  be  periodically  updated. 

The  Department  of  Justice  Fraud  Section  set  up  a  track¬ 
ing  system  to  track  significant  cases  (e.g.,  those  involv¬ 
ing  significant  amounts  or  bank  insiders).  The  FBI  is  cur¬ 
rently  developing  a  nationwide  criminal  referral  tracking 
system  to  compile  violations  in  order  to  prosecute  repeti¬ 
tive  offenders  even  if  the  amounts  are  de  minimis. 

The  working  group  also  recommended  that  a  joint  train¬ 
ing  course  be  developed  to  cross-train  FBI  agents  and 
examiners.  The  agencies  and  the  Department  of  Justice 
committed  resources  to  this,  and  a  formal  training  course 
was  developed.  A  series  of  joint  training  sessions  have 
since  been  held  both  at  the  FBI  Academy  at  Quantico 
and  at  selected  sites  around  the  country. 

The  working  group  also  made  specific  recommendations 
for  needed  amendments  to  the  Right  to  Financial  Privacy 
Act  (RFPA)  and  the  Grand  Jury  Secrecy  Rules.  Subse¬ 
quent  to  the  group’s  recommendation,  the  Administra¬ 
tion  proposed  legislation  to  eliminate  the  major  impedi¬ 
ments  to  law  enforcement  cooperation  contained  in  the 
RFPA  and  the  Grand  Jury  Secrecy  Rules.  The  group 
strongly  backed  amendments  to  the  RFPA  which  would 
facilitate  the  ready  exchange  of  information  between  the 
agencies  and  law  enforcement  authorities  without  addi¬ 
tional  notice.  The  group  also  supported  revisions  to  the 
Grand  Jury  Secrecy  Rules  which  would  permit  law  en¬ 
forcement  authorities  to  share  Grand  Jury  information 
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with  the  agencies  upon  an  appropriate  showing  that  such 
information  would  raise  supervisory  concerns. 

On  April  2,  1985,  the  Attorney  General  and  senior  offi¬ 
cials  of  each  of  the  bank  regulatory  agencies  signed  an 
Agreement  summarizing  the  understandings  reached  by 
the  members  of  the  working  group  and  committing  to 
continued  cooperation  in  each  of  these  areas.  Since  that 
time,  the  group  has  added  to  its  membership  represen¬ 
tatives  from  the  National  Credit  Union  Administration  and 
the  Farm  Credit  Administration  and  continues  to  conduct 
monthly  meetings  on  a  variety  of  law  enforcement  issues. 
Representatives  of  the  supervisory  agencies  also  use  this 
group  as  a  vehicle  for  conducting  regular  meetings  on 
civil  enforcement  matters. 

Notwithstanding  the  significant  progress  accomplished 
through  the  working  group,  several  very  serious  legal 
impediments  still  exist  which  interfere  with  full  coopera¬ 
tion  and  coordination  between  and  among  the  agencies 
and  the  law  enforcement  community.  In  addition  to  the 
provisions  of  RFPA  and  the  Grand  Jury  Secrecy  Rules 
addressed  by  the  working  group,  additional  restrictions 
contained  in  various  state  privacy  acts  and  the  Freedom 
of  Information  Act  continue  to  impede  the  full  and  open 
exchange  of  information.  The  OCC  has  testified  previously 
before  various  committees  of  Congress  concerning  the 
specific  problems  raised  by  these  statutes. 

Question  4.  Describe  the  progress,  if  any,  that  has  been 
made  between  your  agency  and  the  Federal  Reserve 
regarding  the  type  of  currency  shipment  reports  that  are 
made  available  by  the  Fed.  Has  your  agency  made  use 
of  such  reports?  Be  specific. 

The  Customs  Service  has  periodically  provided  OCC  with 
computer  data  analyses  which  have  proven  to  be  very 
useful  in  targeting  compliance  efforts.  These  analyses 
have  permitted  comparison  of  the  CTR  data  with  the 
FRB’s  currency  shipment  data  to  identify  cases  where 
a  bank’s  CTR  filings  fail  to  correlate  appropriately  with 
its  currency  shipments  to  or  from  the  Fed.  Increased 
access  to  such  analyses  would  improve  OCC’s  ability  to 
target  its  BSA  compliance  efforts  and  thus  substantially 
increase  the  OCC’s  ability  to  effectively  monitor  BSA 
compliance. 

In  addition  to  encouraging  increased  availability  of  target¬ 
ing  analyses,  OCC  is  working  through  the  IRS/Financial 
Institutions  Regulatory  Working  Group  to  obtain  direct  on¬ 
line  access  for  our  examiners  to  the  Treasury  Financial 
Law  Enforcement  Center  CTR  database.  This  access 
would  permit  the  examiners  to  ensure  that  the  CTR  fil¬ 
ings  indicated  in  a  bank's  records  are  in  fact  reflected 
in  Treasury’s  database. 

Question  5.  Describe  the  management  controls  over 


implementation  of  BSA  responsibilities  that  were  in  place 
January  1,  1985,  and  changes,  if  any  since  that  time 

Although  an  integrated  system  of  controls  over  OCC's 
examination  process  was  in  place  prior  to  January  1, 
1985,  no  separate  controls  existed  over  BSA  compliance 
activities.  Examinations  were  conducted  pursuant  to  the 
Comptroller’s  Handbook  for  National  Bank  Examiners  or, 
where  specific  information  was  available  raising  questions 
about  a  bank’s  BSA  compliance,  under  special  instruc¬ 
tions  from  the  district  or  field  offices.  If  compliance 
problems  were  uncovered  during  the  examination,  OCC 
district  management  personnel  were  alerted  and  re¬ 
sponded  with  appropriate  follow-up  action. 

Information  regarding  BSA  compliance  was  provided  to 
OCC  Washington  headquarters  and  Treasury  in  a  quar¬ 
terly  report  which  provides  a  compilation  of  the  number 
of  banks  examined  per  calendar  quarter  and  a  listing  of 
the  BSA  violations  noted. 

Since  January  1,  1985  OCC  has  taken  steps  to  strengthen 
management  controls  over  BSA.  BSA  responsibility  has 
been  centralized  under  the  Chief  National  Bank  Examiner 
(CNBE)  to  streamline  communication  and  provide  effec¬ 
tive  monitoring  of  BSA  compliance. 

The  CNBE’s  Office  is  responsible  for  developing  BSA 
examination  policies  and  procedures;  acting  as  liaison 
between  OCC  and  other  agencies  charged  with  BSA 
oversight;  maintaining  lines  of  communication  with 
respect  to  the  BSA  between  the  industry  and  OCC; 
reviewing  BSA  referral  recommendations;  and  ensuring 
adequacy  of  examiner  BSA  training.  Information  flow  has 
been  better  controlled  by  directing  all  BSA  matters 
through  the  CNBE.  Information  such  as  U.S.  Customs 
Service  analyses  of  potential  BSA  compliance  problems, 
Customs  Service  analyses  of  currency  flows  in  certain 
areas  of  the  United  States,  notification  of  IRSTTreasury  BSA 
criminal  investigations,  and  recommendations  for  refer¬ 
rals  by  bank  examiners  of  banks  in  violation  of  BSA  are 
all  part  of  the  flow  of  data  through  the  CNBE’s  Office. 
These  items  are  tracked  by  the  CNBE’s  Office  to  ensure 
proper  control  and  follow-up. 

The  CNBE's  Office  is  supported  by  designated  BSA 
specialists  in  each  District.  These  individuals  deal  directly 
with  examiners,  bankers,  and  the  CNBE’s  Office  and  are 
also  available  to  conduct  BSA  training.  This  structure  has 
served  to  streamline  OCC’s  BSA  oversight. 

In  addition  to  the  CNBE’s  Office,  the  Enforcement  and 
Compliance  (E&C)  Division  in  Washington  plays  an  im¬ 
portant  role  in  the  BSA  process.  This  Division  is  involved 
in  the  recommendation  of  BSA  referrals  to  Treasury/IRS 
for  assessment  of  civil  and/or  criminal  penalties  A  des¬ 
ignated  individual  is  reponsible  for  tracking  referrals 
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through  the  use  of  the  Enforcement  and  Compliance 
Information  System  (ECIS),  making  recommendations  on 
the  cases  to  pursue  and  providing  advice  to  field  exam¬ 
iners.  The  District  Office  legal  staffs  work  closely  with  the 
District  BSA  specialists,  the  E&C  attorneys,  and  represen¬ 
tatives  of  the  law  enforcement  community  to  coordinate 
OCC’s  efforts. 

Finally,  policies  and  procedures  are  being  established 
which  will  formalize  the  referral  process  and  fix  specific 
responsibilities.  Copies  have  been  provided  to  the  IRS / 
Financial  Institutions  Regulatory  Working  Group  for 
review.  Once  the  document  is  put  in  final  form,  a  uniform 
set  of  criteria  and  procedures  will  be  in  place  for  all  fed¬ 
eral  financial  institutions  regulatory  agencies. 

Question  6.  Describe  the  initiatives  your  agency  has 
taken  to  broaden  knowledge  of  and  exposure  to  report¬ 
ing  requirements  of  the  BSA  for  those  institutions  you 
regulate. 

OCC  has  advanced  several  different  methods  to  broaden 
national  bank  knowledge  of  and  exposure  to  the  report¬ 
ing  requirements  of  BSA. 

Circulars  —  Banking  bulletins  and  banking  circulars  have 
been  issued  by  OCC  whenever  needed  to  address 
problems  with  BSA.  Since  January  1,  1985,  several  new 
issuances  dealing  with  BSA  have  been  distributed. 

—  Banking  Circular  193,  dated  April  24,  1985 

Addressed  lack  of  compliance  with  BSA,  the  re¬ 
quirements  of  the  Act  and  the  methods  for  bank 
management  to  provide  information  to  OCC  and 
the  Department  of  the  Treasury  when  violations 
are  detected. 

—  Banking  Circular  193,  Supplement  1,  dated 

May  9,  1985 

Transmitted  a  copy  of  a  Treasury  Department 
opinion  regarding  the  filing  of  Form  4790,  Report 
of  International  Transportation  of  Currency  or 
Monetary  Instrument.  The  opinion  clarified  Treas¬ 
ury's  position  regarding  banks’  hiring  private 
courier  services  to  effect  the  international  trans¬ 
portation  of  currency  through  a  common  carrier. 

Banking  Circular  193,  Supplement  2,  dated 

July  5,  1985 

Identified  Detroit  as  the  new  location  to  which  to 
forward  CTRs,  and  provided  the  name  of  a  Treas¬ 
ury  Department  contact  for  BSA  questions. 

Banking  Circular  207,  dated  September  18,  1985 

Transmitted  copies  of  the  Criminal  Referral  Form 


designed  by  the  Justice/Financial  Institutions 
Regulatory  Working  Group.  These  forms  are  to 
be  used  by  financial  institutions  to  report  in¬ 
stances  of  known  or  suspected  crimes.  The  BSA 
is  specifically  listed  on  these  forms  together  with 
specific  referral  instructions. 

—  Banking  Bulletin  85-27,  dated  December  20,  1985 

Transmitted  a  copy  of  an  IRS  press  release 
regarding  the  revised  Form  4789  which  was  to 
become  effective  January  1,  1986,  with  imple¬ 
mentation  July  1,  1986. 

—  Banking  Circular  193,  Supplement  3,  dated 

January  27,  1986 

Transmitted  a  copy  of  an  IRS  press  release 
regarding  IRS's  new  responsibility  of  reviewing 
exemption  lists  and  reviewing  requests  for  spe¬ 
cial  exemptions. 

—  Banking  Circular  193,  Supplement  4,  dated 

March  27,  1986 

Distributed  IRS’s  guidelines  to  banks  who  wish 
to  request  special  exemptions  from  the  financial 
reporting  requirements  of  BSA. 

—  Banking  Bulletin  -  86-9,  dated  April  9,  1986 

Many  banks  have  been  found  to  have  submitted 
incomplete  CTRs  to  IRS.  These  institutions  are  re¬ 
quested  to  correct  and  resubmit  the  CTRs.  Be¬ 
cause  no  formal  criteria  had  been  established  for 
this  process,  banks  would  fill  out  a  new  CTR  and 
submit  it  to  IRS.  The  filing  would  be  added  to  the 
data  base  causing  a  duplication.  This  bulletin  pro¬ 
vides  IRS/Treasury's  guidelines  for  filing  amend¬ 
ed  CTRs  to  mitigate  duplication. 

—  Banking  Circular  -  171  and  Supplement,  dated 

January  3,  1985 

In  addition  to  banking  issuances  addressing 
BSA,  OCC  has  issued  banking  bulletins  to  the 
industry  and  the  public  alerting  them  of  poten¬ 
tially  fradulent  schemes  perpetrated  by  certain 
offshore  shell  banks  that  may  be  operating  im¬ 
properly  or  illegally  in  the  U.S.  These  bulletins 
continued  through  the  year  and  were  used  to 
gather  information  for  the  use  of  banks  and  the 
law  enforcement  community. 

Comptroller's  Manual  for  National  Banks  —  This  is  the 
OCC's  manual  containing  summaries  of  relevant  laws  and 
regulations  (including  those  pertaining  to  BSA)  applica¬ 
ble  to  national  banks.  This  manual  is  used  by  OCC's 
examiners  and  is  distributed  to  all  national  banks.  An 
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update  to  the  manual  was  issued  in  July  1985  address¬ 
ing  several  changes  in  the  BSA.  In  October  1985,  several 
clarifying  and  non-substantive  changes  in  the  BSA  regu¬ 
lations  were  listed  in  the  Federal  Register  and  became 
effective  November  21,  1985.  These  “housekeeping” 
amendments  will  be  included  in  the  next  regular  manual 
update. 

Comptroller’s  Handbook  for  National  Bank  Examiners  — 

The  Handbook  contains  the  bank  examination  proce¬ 
dures  used  by  OCC  examiners.  Separate  BSA  proce¬ 
dures  are  set  forth.  All  national  banks  have  copies  of  these 
procedures.  The  OCC  has  been  working  with  a  task 
group  at  Treasury  to  update  and  revise  these  procedures. 
Upon  completion  of  Treasury’s  review,  these  new  proce¬ 
dures  will  replace  OCC’s  existing  procedures  and  will  be 
adopted  by  all  of  the  financial  institutions  regulatory  agen¬ 
cies.  The  revised  version  will  be  distributed  to  examiners 
and  national  banks.  Banks  will  be  encouraged  to  imple¬ 
ment  the  procedures  internally  to  assess  compliance  with 
BSA. 

American  Bankers  Association  (ABA)  Video  Conference 

—  Together  with  the  Federal  Reserve  and  the  FDIC,  OCC 
played  a  central  role  in  the  development  of  a  training  seg¬ 
ment  entitled  “Examiners”  for  use  by  the  ABA  in  a  BSA 
video  conference  which  was  presented  in  61  locations 
across  the  country  between  September  and  November, 
1985.  Between  5,600  and  6,000  individuals  attended 
these  presentations.  The  regulatory  agencies’  segment 
developed  to  simulate  examiner  discussion  of  the  results 
of  an  “examination”  prior  to  meeting  with  bank  manage¬ 
ment.  The  simulation  illustrated  what  examiners  look  for 
in  the  BSA  area  during  an  examination  and  what  banks 
should  be  doing  to  enhance  BSA  compliance. 

Speeches  and  seminars  —  Over  the  past  year,  OCC 
representatives  have  spoken  to  various  banking  and  legal 
groups  about  BSA  problems  and  methods  to  ensure 
compliance.  Many  banks  and  private  groups  themselves 
also  put  on  seminars  concerning  compliance  with  BSA. 

Newly  Chartered  Banks  —  Prior  to  the  opening  of  a  newly 
chartered  bank,  OCC  conducts  a  pre-opening  examina¬ 
tion.  The  purpose  of  this  examination  is  to  ascertain 
whether  the  bank  has  proper  forms,  manuals,  systems 
and  procedures  to  operate  effectively.  The  OCC’s  Bank 
Organization  and  Structure  Department  is  reviewing  the 
pre-opening  procedures  to  ensure  that  BSA  is  adequately 
addressed. 

Question  7.  Describe  the  role  your  agency  played  In  the 
Attorney  General's  Bank  Fraud  Working  Group.  Cite 
specific  examples  on  how  your  agency  has  implemented 
that  agreement. 

The  OCC  was  a  prime  mover  and  principal  participant 


in  the  Justice/Financial  Institutions  Regulatory  Working 
Group  and  continues  to  be  a  very  active  participant 
Senior  OCC  officials  are  working  members  of  the  group, 
and  the  activities  and  recommendations  of  the  group  are 
fully  discussed  throughout  the  OCC. 

Considerable  time  and  resources  have  been  devoted  at 
OCC  to  design,  create,  and  distribute  the  uniform  crimi¬ 
nal  referral  forms  developed  through  the  efforts  of  the 
working  gruop.  There  are  two  such  forms:  one  for  major 
cases  and  one  for  de  minimis,  non-insider  violations. 

OCC  has  also  been  an  active  participant  in  the  training 
program  developed  and  sponsored  by  the  working 
group.  OCC  examiners  have  trained  along  with  examiners 
from  other  agencies  and  FBI  agents,  and  OCC  provides 
instructors  to  assist  in  the  program.  In  May  of  this  year, 
working  with  the  staff  of  the  FBI  Academy  at  Quantico, 
OCC's  Southeastern  District  Office  in  Atlanta,  Georgia, 
will  sponsor  a  regional  training  program  for  examiners 
and  FBI  agents. 

In  October  1985,  OCC  proposed  a  regulation  to  replace 
its  current  Interpretive  Rule  that  requires  national  banks 
to  report  violations  of  criminal  law.  Numerous  comments 
were  received  from  a  variety  of  sources  and  the  OCC  is 
currently  in  the  process  of  finalizing  its  regulation.  The 
other  agencies  are  implementing  similar  regulations  or 
guidelines.  Thus,  as  well  as  there  being  consistency  in 
the  forms  to  be  submitted,  all  financial  institutions  will  be 
under  a  similar  requirement  to  make  referrals. 

OCC  continues  to  rely  on  and  has  enhanced  its  auto¬ 
mated  Enforcement  and  Compliance  Information  System 
(ECIS)  to  track  criminal  referrals.  This  system  now  enables 
us  to  track  referrals  and  generates  regular  reports  which 
are  distributed  by  OCC’s  District  Counsel  to  U.S.  Attor¬ 
neys  for  feedback  on  the  status  of  referrals.  In  addition, 
customized  reports  on  BSA  referrals  will  be  sent  to  the 
Treasury  Department  and  the  IRS.  ECIS  was  recently  ex¬ 
panded  to  include  the  most  significant  criminal  referrals 
made  by  the  other  regulatory  agencies  against  bank  offi¬ 
cials.  The  system  thus  can  also  be  used  in  our  back¬ 
ground  investigations  for  new  banks  or  changes  in  bank 
control  applications. 

Points  of  contact  for  law  enforcement  matters  have  been 
established  in  each  District  and  in  the  Washington  Office 
District  Counsel  have  been  specifically  required  to  estab¬ 
lish  and  maintain  contact  with  individual  United  States  At¬ 
torneys’  Offices,  FBI  offices,  and  strike  forces  for  the  pur¬ 
pose  of  establishing  coordination  for  criminal  matters  To 
add  to  the  swiftness  of  response  to  law  enforcement  in¬ 
quiries,  we  have  formally  delegated  additional  authority 
to  the  District  Offices,  permitting  them  to  respond  and 
provide  information  directly.  We  have  likewise  worked  with 
representatives  of  the  banking  community  to  designate 


23 


contacts  within  their  organizations  to  ensure  the  swift 
handling  of  problems. 

OCC  has  made  copies  of  the  working  group’s  Agreement 
available  to  all  national  banks,  seeking  suggestions  on 
how  the  Agreement  can  be  improved.  OCC  representa¬ 
tives  also  make  presentations  to  representatives  of  the 
industry  to  explain  the  importance  of  the  criminal  referral 
process. 

OCC  has  also  used  the  working  group  as  a  central  point 
of  contact  and  clearinghouse  for  the  purpose  of  facilitat¬ 
ing  the  exchange  of  information  on  matters  that  may  cross 
between  the  jurisdictions  of  each  agency. 

Question  8.  Submit  copies  of  all  revised  regulations, 
banking  circulars,  newsletters,  internal  communications, 
updates  to  manual  for  examiners,  and  any  other  written 
information  pertaining  to  enforcement  efforts  of  the  BSA 
undertaken  by  your  agency  since  January  1,  1985. 

Copies  of  the  following  were  provided: 

1.  Revised  BSA  Examination  Procedures. 

2.  Comptroller’s  Manual  for  National  Banks  —  BSA  im¬ 
plementing  regulations,  31  C.F.R.  Part  103. 

3.  Banking  Circulars 

a.  Banking  Circular  193,  dated  April  24,  1985  —  re¬ 
minds  bank  management  of  its  ongoing  responsi¬ 
bility  to  ensure  compliance  with  all  aspects  of  BSA. 

b.  Banking  Circular  193,  Supplement  1,  dated  May 
9,  1985  —  transmits  a  Treasury  Department  opin¬ 
ion  on  filing  Report  of  International  Transportation 
of  Currency  or  Monetary  Instruments. 

c.  Banking  Circular  193,  Supplement  2,  dated  July 
5,  1985  —  identifies  new  location  to  forward  CTRs 
and  provides  Treasury  Department  contact  for  BSA 
questions. 

d  Banking  Circular  193,  Supplement  3,  dated  Janu¬ 
ary  27,  1986  —  transmits  IRS  press  release  regard¬ 
ing  IRS’s  new  responsibility  for  reviewing  exemp¬ 
tion  lists. 

e  Banking  Circular  193,  Supplement  4,  dated  March 
27,  1986  —  distributes  IRS  guidelines  to  banks  who 


wish  to  request  special  exemptions  from  the  report¬ 
ing  requirements  of  BSA. 

f.  Banking  Circular  207,  dated  September  18,  1985 

—  transmits  the  Criminal  Referral  Form. 

g.  Banking  Circular  171  and  Supplements  dated 
January  3,  1985  —  alerts  industry  to  fraudulent 
schemes  involving  offshore  shell  banks. 

h.  Banking  Circular  141  and  Supplements  dated  May 
3,  1980  —  advises  banks  of  “advance  fee 
schemes’’  by  fraudulent  brokers. 

4.  Examining  Circular  228,  dated  April  24,  1985  —  sets 
out  guidelines  for  ensuring  that  national  banks  and 
federal  branches  and  agencies  comply  with  the  Bank 
Secrecy  Act. 

5.  Banking  Bulletins 

a.  Banking  Bulletin  85-27,  dated  December  20,  1985 

—  transmits  copy  of  IRS  press  release  regarding 
the  revised  Form  4789. 

b.  Banking  Bulletin  86-9,  dated  April  9,  1986  —  out¬ 
lines  procedure  for  correction  and  resubmission  of 
incomplete  CTRs  to  IRS. 

6.  Employee  Newsletter  Articles 

a.  Bank  Supervision  Newsletter,  dated  July  1985  — 
discusses  ramification  of  BSA  for  trust  departments. 

b.  Bank  Supervision  Newsletter,  dated  August  1985 

—  discusses  changes  to  31  CFR  103  promulgat¬ 
ed  through  August,  1985. 

c.  Bank  Supervision  Newsletter,  dated  October  1985 

—  provides  information  relative  to  referring  BSA  vio¬ 
lations  to  the  Treasury  Department. 

d.  Supervisions,  dated  February  1986  —  discusses 
IRS  responsibilities  for  exemption  lists. 

e.  Supervisions,  dated  March  1986  —  provides  IRS 
contact  numbers  for  BSA  inquiries. 

7.  Proposed  amendments  to  12  CFR  Parts  7  and  21  — 
designed  to  make  report  filing  more  efficient  for  banks 
and  more  useful  for  law  enforcement  agencies  in  iden¬ 
tifying  patterns  of  criminal  activity  and  apprehending 
persons  who  commit  crimes  involving  national  banks. 
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Statement  of  Robert  L.  Clarke,  Comptroller  of  the  Currency,  before  the  House 
Subcommittee  on  Commerce,  Consumer  and  Monetary  Affairs  of  the  Committee 
on  Government  Operations,  Washington,  D.C.,  April  22,  1986 


Mr.  Chairman  and  members  of  the  Subcommittee,  I  wel¬ 
come  the  opportunity  to  appear  before  you  to  discuss 
the  separation  of  commercial  and  investment  banking. 
Your  interest  in  reassessing  the  laws  and  regulations  that 
govern  our  financial  services  industry  is  vitally  important. 

I  share  your  goal  of  ensuring  that  the  industry  is  able  to 
serve  the  needs  of  the  American  public  in  a  responsive 
and  efficient  manner.  For  that  reason,  your  inquiry  into 
the  reform  of  the  current  legal  structure  governing  banks 
is  especially  welcome.  I  look  forward  to  working  with  the 
Congress,  the  Administration,  and  the  financial  services 
industry  in  a  joint  effort  to  reshape  the  appropriate  laws 
and  regulations. 

Your  letter  of  invitation  asked  that  I  address  a  large  num¬ 
ber  of  issues.  I  am  impressed  with  their  thoroughness. 
Unfortunately,  much  of  the  information  that  you  request¬ 
ed  is  not  readily  available  at  the  OCC.  As  our  research 
into  the  areas  covered  in  your  letter  proceeds,  we  will  be 
pleased  to  share  the  results  with  your  Committee. 

In  my  remarks  today,  I  will  concentrate  on  one  of  the  major 
areas  where  reform  is  needed:  the  Glass-Steagall  Act.  I 
will  describe  the  dramatic  and  unforeseen  changes  that 
have  taken  place  since  the  passage  of  Glass-Steagall  and 
its  current  effects  on  banks  and  securities  firms.  In  par¬ 
ticular,  I  will  describe  its  effect  on  commercial  bank  per¬ 
formance.  Finally,  I  will  address  some  of  the  concerns  that 
arise  with  the  prospect  of  reform  of  the  Glass-Steagall  Act. 

As  the  primary  supervisor  of  nearly  5,000  national  banks, 

I  am  committed,  as  I  know  you  are,  to  ensuring  the  long¬ 
term  health  of  the  commercial  banking  industry.  I  am  con¬ 
cerned  that  the  performance  of  the  industry  has 
weakened  in  recent  years.  I  see  the  banking  industry’s 
long-term  health  threatened  by  outdated  laws  and  regu¬ 
lations  that  unduly  limit  the  ability  of  banks  to  diversify 
their  loan  portfolios,  liquify  their  assets,  develop  new,  more 
diversified  sources  of  income,  and  adjust  to  a  changing 
financial  services  marketplace.  Those  restrictions  have  a 
direct  and  adverse  effect  on  the  safety  and  soundness 
of  the  banking  system.  I  believe  that  the  long-term  health 
of  the  commercial  banking  industry  demands  that  the 
Glass-Steagall  Act  be  amended. 

The  Glass-Steagall  Act  was  one  part  of  sweeping  legis¬ 
lation  aimed  at  resolving  the  banking  crisis  of  the  1930s. 
Its  principal  intent  is  to  limit  the  ability  of  firms  to  offer  both 
commercial  banking  and  investment  banking  services. 
The  Glass-Steagall  Act  generally  provides  that,  with  cer¬ 
tain  exceptions,  banks  may  not  underwrite  or  deal  in 
private-sector  securities,  nor  may  they  be  affiliates  of,  or 
share  directors  with,  firms  that  do.  Investment  banks,  simi¬ 
larly,  are  prohibited  from  accepting  deposits. 


In  reality,  the  separation  between  commercial  banking 
and  investment  banking  is  not  nearly  so  complete  In  fact, 
by  creatively  combining  products  and  services,  some 
members  of  the  securities  industry  now  offer  fully  integrat¬ 
ed  commercial  and  investment  banking.  For  example, 
Merrill  Lynch,  through  its  highly  successful  Cash  Manage¬ 
ment  Account  (CMA),  is  offering  its  customers  the  func¬ 
tional  equivalent  of  demand  deposits,  consumer  credit, 
and  a  full  range  of  securities  services.  The  wide  accep¬ 
tance  of  this  product  indicates  that  it  fills  a  genuine  mar¬ 
ketplace  demand.  In  less  than  9  years  Merrill  Lynch’s 
CMA  has  attracted  more  than  one  million  customers  and 
assets  in  excess  of  $70  billion,  including  $27  billion  in 
money  market  mutual  funds.  In  addition,  Merrill  Lynch 
even  owns  a  bank. 

By  contrast,  attempts  by  banks  to  offer  a  broader  range 
of  products  and  services  have  more  often  than  not  been 
challenged  on  Glass-Steagall  grounds.  Thus,  not  only  has 
the  intent  of  Glass-Steagall  been  breached  by  securities 
firms;  the  Act  itself  continues  to  be  a  useful  tool  for  the 
securities  industry  to  protect  its  markets  from  commer¬ 
cial  bank  entry. 

Unfortunately,  there  is  no  consensus  on  exactly  what 
Glass-Steagall  permits  or  prohibits,  particularly  for  com¬ 
mercial  banks.  Glass-Steagall-based  court  challenges  to 
bank  initiatives  are  plentiful,  but  the  courts  have  not 
provided  consistent,  workable  guidance  for  banks  or  the 
regulatory  agencies.  I  can  assure  you,  it  is  an  extremely 
difficult  environment  in  which  to  regulate.  And  I  can  tell 
you  from  my  experience  as  a  practicing  lawyer  that  it  has 
a  chilling  effect  on  bankers  who  are  attempting  to  inno¬ 
vate  and  remain  competitive  in  a  rapidly  changing  mar¬ 
ketplace. 

Changes  in  the  Financial  Services 
Environment 

Part  of  the  confusion,  no  doubt,  is  a  natural  consequence 
of  trying  to  apply  a  law  written  in  the  1930s  to  the  mar¬ 
ketplace  of  today.  Glass-Steagall  was  a  response  to  the 
conditions  prevailing  in  the  industry  in  the  early  1930s. 
Revolutionary  changes  have  occurred  since  then.  The 
legal  framework  has  not  kept  up  with  those  changes,  and 
as  a  consequence  the  banking  industry  is  now  struggling 
to  maintain  its  ability  to  compete. 

Clearly,  technological  innovation  is  one  of  the  most  power¬ 
ful  forces  of  change.  Individuals  can  now  shift  their  in¬ 
vestments  among  a  variety  of  money  market  instruments, 
equities,  and  bonds  simply  by  using  the  telephone,  and 
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they  have  access  to  foreign  and  domestic  markets.  Mul¬ 
tinational  and  large  domestic  corporations  that  formerly 
relied  on  commercial  banks  for  their  funds  can  now  raise 
funds  in  the  U  S  and  Europe  without  any  assistance  from 
commercial  banks.  A  senior  officer  of  a  major  U.S.  oil  com¬ 
pany  reported  after  his  company  raised  a  half-billion  dol¬ 
lars  of  medium-term  funds  directly  in  the  market,  that 

in  looking  back  I  don’t  recall  that  the  thought 
of  going  in  any  of  the  old  ways  to  commercial  banks 
ever  came  up  for  serious  discussion.  Instead,  .  .  . 
we  sat  a  few  people  down  with  telephones  and  a 
small  personal  computer  and  sold  out  five-  and 
seven-year  lOUs  simultaneously  in  the  United  States 
and  Europe  directly  ...  I  wonder  whether  as  a  bank 
customer  [we]  shouldn’t  have  been  able  to  borrow 
those  funds  more  cheaply  through  some  banking  in¬ 
stitutions  that  were  continually  in  the  market  rather 
than  the  efforts  of  our  own  staff.  . 

Changing  demographics  have  also  reshaped  the  mar¬ 
ket.  Greater  numbers  of  two-income  families  have  made 
convenience  and  the  availability  of  one-stop  shopping  for 
a  wide  range  of  products  increasingly  important  and  at¬ 
tractive.  And  non-bank  competitors  have  been  there  to 
fill  that  demand  and  reinforce  its  desirability.  Traditional 
notions  of  customer  loyalty  to  banks  are  disappearing. 

As  the  population  has  aged,  innovations  in  employee 
benefit  plans  have  emerged.  However,  those  plans,  which 
are  absorbing  an  increasing  share  of  total  savings,  are 
typically  administered  by  professional  money  managers 
who  base  their  investment  decisions  solely  on  safety  and 
expected  return,  with  little  concern  for  the  type  of  institu¬ 
tion  in  which  those  funds  are  placed.  These  professional 
managers  as  well  as  other  traditional  funding  sources  can 
now  move  funds  into  and  out  of  a  bank  literally  within 
minutes. 

Changes  in  rules  governing  the  operation  of  some  mar¬ 
kets  have  been  an  additional  force  reshaping  the  finan¬ 
cial  services  industry.  The  end  of  fixed-brokerage  com¬ 
missions  in  1975,  for  example,  made  possible  the  growth 
of  discount  securities  brokers.  The  advent  of  SEC  Rule 
415,  or  "shelf  registration,"  has  made  it  easy  for  firms  to 
meet  their  credit  needs  directly  in  the  marketplace.  The 
creation  of  federal  and  federally  sponsored  credit  agen¬ 
cies  such  as  GNMA,  FHLMC,  and  FNMA  has  dramati¬ 
cally  changed  the  way  in  which  housing  finance  is 
provided. 

For  banks,  one  of  the  biggest  single  changes  has  been 
deregulation  of  interest  rates  paid  on  deposits.  Higher 
rates  for  savers  have  meant  higher-cost  funds  at  most 
banks  In  1970,  nearly  all  of  the  liabilities  of  a  typical  bank 
//ere  m  demand  deposits  or  other  accounts  subject  to 
a  f  /ed-rate  ceiling  By  1980,  demand  and  other  fixed- 
rate  deposits  had  fallen  to  64  percent  of  liabilities,  and 


in  1984,  the  figure  was  less  than  18  percent.  Additional¬ 
ly,  state  laws  are  changing  rapidly,  expanding  the  oppor¬ 
tunities  for  direct  competition  among  banks,  insurance 
companies,  and  real  estate  firms. 

Finally,  economic  changes  have  altered  the  market  en¬ 
vironment.  The  accelerating  inflation  of  the  1970s  and  ex¬ 
traordinarily  high  and  volatile  interest  rates  heightened 
consumer  awareness  of  yields  and  stimulated  the  in¬ 
troduction  of  a  number  of  new  financial  instruments. 
Adjustable-rate  mortgages,  zero-coupon  bonds,  interest 
rate  swaps,  money  market  mutual  funds,  open-ended 
home  equity  lines  of  credit  —  each  has  been  introduced 
in  response  to  new  customer  demands  brought  about 
by  the  changing  economic  environment. 

Practical  Effects  of  the  Glass-Steagall  Act 

It  is  within  the  context  of  50  years  of  change  that  con¬ 
sideration  of  amending  Glass-Steagall  should  take  place. 
As  noted  earlier,  one  of  the  basic  objectives  of  Glass- 
Steagall  was  to  prohibit  banks  generally  from  underwrit¬ 
ing  private  securities  (e.g.,  bonds  and  equities)  and  to 
prohibit  securities  firms  from  accepting  deposits.  In  sim¬ 
ple  terms,  it  was  intended  to  keep  the  two  industries 
separate  and  out  of  each  other’s  markets. 

The  evidence  leads  me  to  conclude,  however,  that  while 
the  Act  is  falling  far  short  of  its  goal  of  keeping  investment 
banking  firms  from  performing  commercial  banking  func¬ 
tions,  it  has  been  quite  successful  in  keeping  commer¬ 
cial  banks  out  of  investment  banking.  It  is  not  surprising, 
therefore,  that,  to  the  best  of  my  knowledge,  the  securi¬ 
ties  industry  has  never  lobbied  Congress  for  relief  from 
Glass-Steagall  so  that  it  could  acquire  banking  powers 
—  it  already  has  them. 

As  noted  earlier,  securities  firms  are  providing  the  func¬ 
tional  equivalent  of  interest-bearing  checking  accounts 
to  their  customers.  Although  securities  firms  are  prohibit¬ 
ed  from  offering  demand  deposits,  the  high  interest-rate 
environment  of  the  late  1970s,  coupled  with  restrictions 
that  prevented  banks  from  offering  market-rate  deposits, 
led  to  the  development  and  wide  marketplace  accep¬ 
tance  of  money  market  mutual  funds  (MMFs).  While 
MMFs  are  technically  not  deposit  accounts,  they 
represent  ownership  interests  in  a  pool  of  highly  liquid, 
low-risk,  money  market  securities.  Because  shares  can 
be  redeemed  by  writing  checks,  the  practical  effect  to 
the  customer  is  a  market-rate  substitute  for  a  bank  check¬ 
ing  account. 

The  broad  market  acceptance  of  MMFs  is  clear;  there 
are  almost  $200  billion  in  retail  MMF  accounts.  By  com¬ 
bining  the  transaction  services  of  MMFs  with  other  credit 
and  asset  management  services,  Merrill  Lynch  has  gar¬ 
nered  over  $27  billion  in  MMFs  associated  with  its  Cash 


Management  Account  and  an  additional  $16  billion  in 
other  retail  MMFs.  If  Merrill  Lynch  were  a  bank,  based 
on  its  CMA  money  fund  balances  alone  it  would  be  the 
nation’s  11th  largest.  This  success  is  possible  only  be¬ 
cause  the  product  satisfies  a  market  demand  —  one  that 
the  commercial  banking  industry  could  meet  if  only  it 
were  clearly  permitted  by  the  law.  The  development  of 
products  such  as  the  CMA  is  obviously  good  for  consu¬ 
mers,  but  it  does  signal  the  extent  to  which  traditional 
banking  markets  are  being  eroded  by  the  securities  in¬ 
dustry. 

Similarly,  the  spectacular  growth  of  the  commercial  paper 
market  has  severely  reduced  the  share  of  short-term  com¬ 
mercial  credit  held  by  commercial  banks.  In  1965,  com¬ 
mercial  banks  held  more  than  87  percent  of  the  credit 
to  nonfmancial  domestic  corporations.  By  1975,  the  share 
was  79  percent,  and  in  1984  it  was  less  than  70  percent. 
Underwritten  by  investment  banking  firms,  the  commer¬ 
cial  paper  market  offers  top-rated  corporate  borrowers 
direct  access  to  capital  markets  for  obtaining  short-term 
credit.  From  1975  to  1984,  commercial  paper  outstand¬ 
ing  grew  at  an  annual  rate  of  22  percent.  Over  the  same 
period,  bank  corporate  lending  grew  at  a  12-percent 
annual  rate. 

Clearly,  Glass-Steagall  has  not  prevented  investment 
bankers  from  entering  what  was  once  the  domain  of  com¬ 
mercial  banks.  The  provision  of  short-term  credit  to  the 
corporate  sector  was  a  near-exclusive  function  of  com¬ 
mercial  banks  when  the  Glass-Steagall  Act  was  passed. 
It  is  now  shared  with  the  investment  banking  industry  and 
those  to  whom  it  sells  commercial  paper. 

The  effect  of  Glass-Steagall  on  banks  has  been  quite 
different.  With  limited  exceptions,  banks  do  not  have  clear 
authority  to  underwrite  securities.  This  has  had  the  prac¬ 
tical  effect  of  limiting  banks’  ability  to  offer  hybrid  products 
to  compete  with  those  offered  by  securities  firms. 
Moreover,  it  has  impeded  the  development  of  a  secon¬ 
dary  market  in  commercial  and  consumer  loans,  there¬ 
by  limiting  the  opportunities  for  banks  to  diversify  their 
portfolios  and  leading  them  to  hold  much  less  liquid  port¬ 
folios  than  they  would  hold  in  the  absence  of  Glass- 
Steagall.  Moreover,  Glass-Steagall  has  made  it  difficult  for 
them  to  maintain  credit  relationships  with  the  highest  qual¬ 
ity  commercial  borrowers.  Attributing  the  plight  of  banks 
to  one  law  may  seem  extreme,  but  in  point  of  fact,  it  is 
not.  Let  us  look  at  how  Glass-Steagall  constrains  banks. 

Under  current  law,  a  bank  can  diversify  its  loan  portfolio 
through  loan  participations.  Loan  participations,  however, 
currently  are  limited  to  interbank  commercial  lending 
transactions  and  tend  to  be  available  only  in  relatively 
large  denominations.  They  have  a  limited  number  of 
potential  acquirers,  and  acquiring  banks  must  receive 
and  analyze  extensive  documentation  associated  with 


each  participation.  As  a  practical  matter,  these  features 
limit  the  usefulness  of  loan  participations  as  a  means  of 
diversification. 

Uncertainty  about  the  proper  interpretation  of  Glass- 
Steagall  has  retarded  the  development  of  other  means 
that  would  enable  banks  to  diversify  and  increase  the  li¬ 
quidity  of  their  loan  portfolios.  Banks  have  successfully 
issued  securities  backed  by  mortgages,  and  more  recent¬ 
ly  have  issued  securities  backed  by  credit  card  receiva¬ 
bles.  It  is  difficult,  however,  for  a  broad  market  for  com¬ 
mercial  loan  sales  and  purchases  to  develop  because 
of  the  uncertainty  generated  by  a  statute  enacted  over 
50  years  ago.  A  broader  market  would  be  based  on  secu¬ 
rities  available  in  small  denominations,  widely  accepted 
in  a  secondary  market,  and  freely  transferable  among 
commercial  banks  and  other  investors.  Such  a  develop¬ 
ment  would  make  it  easier  for  smaller  banks  to  diversify 
their  loan  portfolios  and  would  add  liquidity  to  the  com¬ 
mercial  lending  market,  much  as  mortgage-backed  secu¬ 
rities  have  enhanced  the  liquidity  of  the  housing-finance 
market. 

Equally,  if  not  more  importantly,  commercial  banks  are 
seeing  an  erosion  of  their  best  loan  markets  and  at  the 
same  time  are  facing  serious  obstacles  in  their  attempts 
to  enter  new  markets.  Because  top-quality  corporate  bor¬ 
rowers  are,  for  purely  economic  reasons,  increasingly  rely¬ 
ing  on  the  commercial  paper  market  for  their  borrowing, 
and  because  commercial  bank  participation  in  that  mar¬ 
ket  is  limited  by  Glass-Steagall,  bank  loan  quality  is  suffer¬ 
ing.  For  example,  in  1985,  the  average  ratio  of  net  loan 
losses  to  gross  loans  for  all  commercial  banks  was  1.3 
percent,  more  than  three  times  higher  than  the  loss  rate 
that  prevailed  in  the  late  1970s.  Surely,  the  authors  of 
Glass-Steagall  did  not  intend  that  it  promote  the  flight  of 
high-quality  borrowers  from  our  nation’s  banking  system. 

Commercial  banks  have  been  seeking  various  means  to 
maintain  their  relationships  with  major  corporate  borrow¬ 
ers,  but  have  been  frustrated  in  these  attempts.  Members 
of  the  securities  industry  have  established  and  guarded 
a  preeminent,  highly  concentrated  competitive  position 
in  the  commercial  paper  market.  When  a  major  bank  took 
steps  to  retain  an  important  segment  of  its  traditional  cus¬ 
tomer  base  through  the  unremarkable  device  of  enter¬ 
ing  that  market  as  an  agent  for  credit  market  participants, 
the  securities  industry  sued  on  the  basis  of  the  Glass- 
Steagall  Act.  Thus  far,  the  securities  industry  has  success¬ 
fully  blocked  banks’  efforts  to  provide  those  sought-after 
lending  services  to  their  corporate  customers. 

Similarly,  several  commercial  banks  have  tried  to  offer  to 
their  individual  retirement  account  cuustomers  collective 
trust  vehicles.  The  form  of  those  vehicles  is  permissible 
under  existing  employee  benefit  legislation,  and  it  mere¬ 
ly  expands  the  range  of  permissible  fiduciary  services  that 
banks  have,  for  generations,  offered  to  their  customers 
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Again,  however,  the  securities  industry  has  sought  to  limit 
the  availability  of  these  lawful  services  by  raising  old  legis¬ 
lative  specters.  It  cites  the  "hazards"  that  the  Congress 
purportedly  legislated  out  of  existence  in  the  Glass- 
Steagall  Act  but  that  have  little  relevance  in  the  sophisti¬ 
cated,  integrated  financial  markets  of  today.  The  only 
genuine  break-through  in  the  securities  area  that  banks 
have  gained  in  the  face  of  Glass-Steagall  has  been  dis¬ 
count  brokerage.  The  opportunities  here  are  rather  limit¬ 
ed,  at  least  at  the  present  time,  due  primarily  to 
challenges  by  the  securities  industry.  In  practice,  bank 
discount  brokerage  services  are  largely  limited  to  taking 
and  filling  buy-and-sell  orders.  When  compared  to  the 
moves  securities  firms  have  made  into  commercial  bank¬ 
ing,  discount  brokerage  represents  a  decidedly  minor  op¬ 
portunity  for  banks.  Moreover,  unless  the  Supreme  Court 
reverses  a  recent  holding  of  the  D.C.  Circuit  Court  of  Ap¬ 
peals,  banks  may  be  limited  to  providing  those  services 
only  at  branch  locations.  This  would,  for  practical  pur¬ 
poses,  make  the  banking  industry’s  gain  a  Pyrrhic  victory. 

Bank  Performance  Has  Suffered 

Thus,  the  Glass-Steagall  Act  has  weakened  the  banking 
system  in  many  ways.  It  has  reduced  the  ability  of  the 
banking  industry  to  liquify  assets,  diversify  its  loan  port¬ 
folios,  and  continue  to  provide  credit  services  to  high- 
quality  borrowers.  In  addition,  banks  are  limited  in  their 
ability  to  develop  new  income  sources  through  the  offer¬ 
ing  of  new  products,  which  is  vital  to  achieving  a  diversi¬ 
fied  income  stream  and  necessary  to  continuing  to  meet 
customers'  needs. 

Banks  must  be  given  the  opportunity  to  adjust  to  the 
changing  environment.  The  average  return  on  assets 
(ROA)  for  the  4,500  community  banks  (less  than  $300  mil¬ 
lion  m  assets)  with  federal  charters  has  declined  in  each 
of  the  past  six  years.  Over  the  past  six  years,  the  percen¬ 
tage  of  all  national  banks  with  losses  has  increased  five¬ 
fold,  while  the  percentage  of  banks  with  high  earnings 
(defined  as  an  ROA  over  1.5  percent)  has  fallen  by  more 
than  a  third.  While  many  of  the  regional  and  multination¬ 
al  banks  have  recently  reported  rising  profits,  much  of 
the  surge  in  income  is  the  result  of  trading  profits,  securi¬ 
ties  gams,  and  asset  sales.  Moreover,  lingering  loan 
problems  at  many  of  the  large  banks  will  continue  to  place 
downward  pressure  on  the  profitability  of  their  loan  port¬ 
folios. 

Commercial  banks  have  also  experienced  declines  in 
their  market  share  For  example,  in  1982,  23.5  percent 
of  all  private-sector  lending  was  done  by  commercial 
banks  Last  year  that  figure  was  only  16.1  percent.  For 
the  largest  multinational  banks,  income  from  lending  com¬ 
prised  only  64  percent  of  first  quarter  operating  income 
this  year  compared  to  75  percent  of  income  in  1982 


Unless  steps  are  taken  to  give  banks  the  authority  to  diver¬ 
sify  their  assets  and  to  restructure  their  products  and  serv¬ 
ices  in  line  with  changing  demands,  those  trends  will  con¬ 
tinue.  The  result  will  be  a  slow,  but  steady  erosion  in  the 
strength  of  the  commercial  banking  system. 

Concerns  Regarding  Amending 
Glass-Steagall 

I  am  aware  of  the  standard  arguments  raised  in  opposi¬ 
tion  to  proposals  to  break  down  the  barriers  between 
commercial  and  investment  banking.  These  include  the 
need  to  guard  against  the  potential  for  conflicts  of  interest 
and  concentrations  of  economic  power,  to  protect  cus¬ 
tomers,  and  to  avoid  endangering  bank  safety  and 
soundness. 

Many  of  the  perceived  problems  associated  with  linking 
commercial  and  investment  banking  are  a  legacy  from 
the  conditions  under  which  Glass-Steagall  was  passed. 
Although  studies  have  consistently  demonstrated  that  the 
securities  activities  of  banks  had  little,  if  anything,  to  do 
with  the  collapse  of  the  banking  system  in  1933,  certain 
abuses  in  the  financial  markets  did  exist. 

However,  the  abuses  were  by  no  means  confined  to  the 
activities  of  commercial  banks.  Moreover,  the  differences 
between  the  legal  framework  of  today  and  that  of  1933 
are  vast.  The  Glass-Steagall  Act  was  just  one  of  many  in¬ 
itiatives  of  the  1930s.  Others  included  the  provisions  of 
the  Banking  Act  of  1933  that  established  federal  deposit 
insurance  and  strengthened  the  Federal  Reserve  System, 
including  adding  a  new  section  23A  to  the  Federal 
Reserve  Act  that  imposed  limitations  on  a  member  bank's 
transactions  with  its  affiliates.  Still  more  concerns  were 
addressed  in  tne  Securities  Acts  of  1933  and  1934  and 
the  Banking  Act  of  1935.  Additionally,  since  that  time,  fed¬ 
eral  and  state  supervision  of  banks  has  been  substan¬ 
tially  broadened  and  improved,  bank  regulators  have 
gained  and  exercised  significant  enforcement  authority, 
and  bank  disclosure  requirements  have  been  greatly  en¬ 
hanced.  In  short,  there  has  been  a  veritable  revolution 
in  the  legal  and  supervisory  framework  governing  banks 
and  the  securities  markets,  making  any  notion  that  blend¬ 
ing  commercial  and  investment  banking  activities  would 
signal  a  return  to  the  1930s  simply  farfetched. 

Substantive  concerns  can  be  largely  addressed  through 
existing  regulatory  vehicles.  It  would  be  a  mistake  to  as¬ 
sume  —  as  Congress  did  in  1933  -  that  broad 
categories  of  securities  activities  are  inherently  too  risky 
or  fraught  with  “hazards”  and  should  be  flatly  prohibit¬ 
ed  for  banks.  Rather,  as  with  any  banking  activity,  we  sim¬ 
ply  must  ensure  that  the  activities  are  conducted  in  a  safe 
and  sound  manner.  Indeed,  the  legal  mechanisms  al¬ 
ready  exist,  in  large  part,  to  do  just  that.  Let  me  cite  a 
few  examples. 
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Conflicts  of  interest.  The  potential  for  conflicts  of  interest 
exists  in  most  businesses,  including  both  investment 
banking  and  commercial  banking.  A  variety  of  existing 
controls  have  successfully  limited  the  exploitation  of  such 
conflicts,  and  would  continue  to  do  so  in  the  event  of 
Glass-Steagall  liberalization.  These  controls  include  the 
securities  laws  and  regulations,  the  federal  antitrust  sta¬ 
tutes,  and  our  own  controls  on  bank  transactions  with  af¬ 
filiates,  which  address  conflicts  of  interest  through  prohi¬ 
bitions  against  and  penalties  for  specific  practices  and 
through  requirements  for  pertinent  and  timely  disclosure. 
There  are  also  state  and  federal  fiduciary  requirements 
in  place.  Finally,  there  is  ample  economic  discipline  in 
the  form  of  reports  by  rating  agencies,  competition,  and 
the  all  important  perception  of  the  marketplace,  that  works 
against  abuses. 

Economic  concentrations.  In  my  experience,  markets 
without  arbitrary  barriers  to  entry  are  rarely  characterized 
by  unacceptable  concentrations  of  power.  It  is  perhaps 
not  surprising  that  the  securities  industry,  which  derives 
substantially  greater  market  protection  from  Glass- 
Steagall  than  do  banks,  is  significantly  more  concentrat¬ 
ed  than  the  banking  industry.  The  removal  of  current  bar¬ 
riers  to  market  entry  offers  the  surest  guarantee  of  con¬ 
tinued  strong  competitive  practices  in  the  financial 
services  marketplace.  And,  in  any  event,  the  antitrust  laws 
will  prevent  any  undue  market  concentration. 

Protection  of  bank  customers.  The  protection  of  cus¬ 
tomers  purchasing  securities  services  is  currently  ad¬ 
dressed  by  the  securities  laws  and  regulations.  These  are 
important  laws  and  should  continue  to  apply  to  any  pro¬ 
vider  of  securities  services,  including  banks.  This  ap¬ 
proach,  in  addition  to  providing  ample  customer  protec¬ 
tions,  will  help  ensure  competitive  equity  among 
providers. 

Riskiness  of  securities  activities.  Finally,  there  exists  the 
belief  that  some  of  the  activities  proposed  are  simply  too 
risky  for  banks.  Because  the  ability  of  banks  to  accept 
federally  insured  deposits  and  to  provide  access  to  the 
payments  system  makes  them  special,  the  argument 
goes,  they  cannot  be  allowed  to  take  on  additional  risks, 
and  therefore,  should  be  prohibited  from  conducting  new 
activities. 

This  is  an  important  concern.  As  the  primary  supervisor 
of  national  banks,  I  have  a  duty  to  see  that  they  are  oper¬ 
ated  in  a  safe  and  sound  manner.  However,  it  is  ironic  that 
Glass-Steagall  prohibitations  are  supported  in  the  name 
of  bank  safety  and  soundness  when  those  very  prohibi¬ 
tions  have  caused  the  level  of  risk  in  the  banking  system 
to  increase. 

As  I  discussed  earlier,  the  Glass-Steagall  prohibitions  have 


resulted  in  banks  losing  a  significant  share  of  their  high- 
quality  borrowers  to  securities  firms,  other  nonbanking 
companies,  and  to  the  marketplace  itself  through  direct 
financing.  They  have  prevented  banks  from  achieving 
needed  liquidity  through  loan  sales,  and  have  made  it 
difficult  for  banks  to  diversify  their  assets.  They  have  also 
prevented  banks  from  diversifying  their  income  sources 
through  the  offering  of  new,  low-risk  products  and 
services. 

Even  more  ironic,  our  review  of  the  literature  suggests  that 
the  risk  of  securities  underwriting  is  low  and  very  manage¬ 
able,  and  certainly  lower  than  the  risks  associated  with 
many  types  of  commercial  bank  lending  activities.  It  has 
been  well  demonstrated  that  due  to  the  short  holding  peri¬ 
ods  and  high  degree  of  liquidity  of  corporate  underwrit¬ 
ings,  this  activity  is  far  less  subject  to  losses  than  is  com¬ 
mercial  lending.  Moreover,  what  losses  do  occur  are 
quickly  identified  and  measured  —  a  benefit  to  the  cus¬ 
tomers,  the  owners,  and  the  regulators.  No  doubt,  for 
these  reasons,  many  other  countries  have  not  found  it 
necessary  to  prevent  their  banks  from  combining  invest¬ 
ment  and  commercial  banking  businesses.  And,  in  fact, 
U.S.  banks  are  able  to  enagage  in  full-scope  securities 
activities  in  foreign  markets. 

It  is  worth  noting  that  U.S.  commercial  banks  already  have 
substantial  experience  in  the  underwriting  of  U.S.  govern¬ 
ment  securities,  certain  municipal  securities,  and  Eu¬ 
romarket  securities.  Banks  have  demonstrated  compe¬ 
tence  in  these  activities,  and  we  see  no  reason  why  they 
would  not  fare  as  well  in  the  underwriting  of  municipal 
revenue  bonds  and  corporate  securities.  It  is  ironic  that 
banks  cannot  underwrite  corporate  debt,  but  they  can 
issue  letters  of  credit  to  back  up  the  corporate  debt,  and 
thus  take  the  bulk  of  the  risk. 

Finally,  it  should  be  reiterated  that  bank  supervisors  will 
continue  to  assess  the  risks  banks  take  and  require 
safeguards  and  corrective  actions  when  appropriate. 
Moreover,  the  current  regulatory  structure  contains  sig¬ 
nificant  protections  against  the  possibility  that  banks  may 
abuse  their  credit  facilities  to  promote  securities  activi¬ 
ties.  Not  only  is  the  use  of  credit  in  the  purchase  and  sale 
of  securities  limited  by  margin  requirements,  but  federal 
banking  statutes  effectively  limit  bank  loans  to  affiliates 
and  concentrations  of  credit.  Relaxation  of  Glass-Steagall 
does  not  mean  relaxation  of  bank  supervision. 

Conclusion 

Substantial  evidence  and  support  exist  for  modification 
of  Glass-Steagall  prohibitions.  Arguments  against  doing 
so  tend  at  best  to  be  based  on  misguided  notions  of  how 
to  promote  the  safety  and  soundness  of  the  banking 
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system,  and  at  worst  to  be  clear  attempts  to  limit 
competition  in  the  broad  market  for  financial  services. 
That  those  arguments  continue  to  be  accepted  when  the 
banking  industry  is  suffering  from  loan  concentrations, 
dwindling  income  sources,  and  deteriorating  loan  quali¬ 


ty  is  of  serious  concern  to  me.  I  urge  the  Congress  to 
amend  the  Glass-Steagall  Act  to  remove  those  prohibi¬ 
tions  that  prevent  greater  competition  between  commer¬ 
cial  banks  and  securities  firms. 
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“CRA:  A  Regulator’s  Perspective’’ 

Last  week,  the  Comptroller,  his  Policy  Group  and  key  staff 
held  a  meeting  with  34  key  national  organizations 
representing  consumer,  community,  small  business  and 
government  organizations.  The  combined  memberships 
of  these  groups  represent  over  20  million  people  through¬ 
out  the  country,  many  of  whom  are  bank  customers.  Chief 
among  their  concerns  was  CRA. 

CRA  is  a  timely  topic  in  banking  today  and  will  probably 
continue  to  be  in  the  foreseeable  future.  Therefore  I  would 
like  to  answer  three  questions: 

•  How  does  the  OCC  view  CRA? 

•  How  can  banks  enhance  their  CRA  performance 
records? 

•  Why  do  we  believe  the  emphasis  on  CRA  will 
continue7 

How  Does  the  OCC  View  CRA? 

From  the  bank  regulators’  point  of  view,  our  concerns 
include  ensuring  the  safety  and  soundness  of  the  bank¬ 
ing  system  and  a  high  level  of  compliance  with  banking 
laws  —  including  CRA. 

In  passing  the  CRA  Congress  legislated  that: 

1 )  Regulated  financial  institutions  are  required  by  law 
to  demonstrate  that  their  deposit  facilities  serve 
the  convenience  and  needs  of  the  communities 
in  which  they  are  chartered  to  do  business. 

That  convenience  and  needs  of  communities 
includes  the  need  for  credit  services  as  well  as 
deposit  services.  This  is  why  the  issues  of  basic 
banking  services,  fees  and  services  charges,  etc. 
are  now  being  raised  by  consumer  and  commu¬ 
nity  groups  under  CRA.  And, 

3)  Regulated  financial  institutions  have  a  continuing 


and  affirmative  obligation  to  help  meet  the  credit 
needs  of  the  local  communities  in  which  they  are 
chartered. 

The  CRA  requires  the  OCC,  along  with  the  other  federal 
financial  supervisory  agencies,  to  use  its  authority  when 
examining  financial  institutions  to  encourage  banks  to 
help  meet  the  credit  needs  of  local  communities  in  which 
they  are  chartered,  consistent  with  the  safe  and  sound 
operation  of  the  banks. 

We  recognize  that  a  bank’s  success  over  the  long  term 
depends  on  its  responsiveness  to  its  customers  and  its 
community. 

As  part  of  our  examination,  we  assess  a  national  bank’s 
record  of  meeting  the  credit  needs  of  its  delineated  com- 
mumty,  including  low-  and  moderate-income  neighbor¬ 
hoods,  consistent  with  the  safe  and  sound  operation  of 
the  bank. 

During  1985,  all  multinational  banks  received  targeted 
CRA  examinations.  Our  district  offices  determine  the  fre¬ 
quency  of  compliance  exams  for  all  other  banks,  includ¬ 
ing  CRA  exams. 

A  bank’s  CRA  record  of  performance  is  determined  during 
the  examination,  and  is  taken  into  account  in  our  evalua¬ 
tion  of  a  bank’s  corporate  application  for  a  deposit  facility. 

Additionally,  our  Rules,  Policies  and  Procedures  for 
Corporate  Activities  (12  CFR  Part  5)  allow  any  person  or 
organization  to  submit  written  comments  and  other  data 
to  the  OCC  on  an  application  regarding  a  bank’s  CRA 
record  of  performance. 

In  1985,  the  OCC  received  CRA  protests  against  two 
national  banks’  corporate  applications.  Approximately  21 
other  CRA  challenges  were  submitted  to  the  Federal 
Reserve  Board  regarding  bank  holding  company  appli¬ 
cations,  17  of  which  involved  subsidiary  national  banks’ 
CRA  records  of  performance. 
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Beyond  the  examination  focus,  the  OCC  also  maintains 
an  active  program,  through  the  Customer  and  Industry 
Affairs  Division,  to  inform  interested  national  banks  about 
successful  community  programs  banks  are  involved  in. 
These  programs  provide  options  for  banks  interested  in 
considering  varied  approaches  to  meeting  local  commu¬ 
nity  credit  needs. 

The  Customer  and  Industry  Affairs  Division  serves  as  a 
catalyst  to  identify  timely  community  development  strate¬ 
gies  and  seek  ways  to  bring  this  information  to  bankers, 
bank  customer  groups  and  other  interested  parties 
through  conferences,  publications,  etc.  Last  June  we  held 
a  national  conference  “The  Changing  Shape  of  Retail 
Banking:  Responding  to  Customer  Needs"  with  almost 
250  banker,  bank  customer  and  agency  participants.  The 
presenters  were  drawn  from  banks,  bank  customer 
groups  and  our  agency.  Many  of  the  areas  related  to  CRA 
were  discussed  by  bankers  and  community  participants. 

We  manage  the  OCC’s  community  development  corpo¬ 
ration  (CDC)  program  which  permits  national  banks  to 
make  investments  in  an  already  established  non-profit  de¬ 
velopment  corporation  or  establish  a  de  novo  CDC  as 
a  subsidiary  of  the  bank,  provided  it  meets  our  guide¬ 
lines  for  such  investments,  including  public  purpose  ones. 

We  seek  opportunities  to  work  with  banking  organizations, 
such  as  the  ABA  and  CBA,  and  we  maintain  regular  liai¬ 
son  with  bank  customer  organizations. 

We  recently  worked  with  the  ABA  on  its  Branch  Closings 
Manual  and  also  held  meetings  jointly  with  our  six  dis¬ 
tricts  for  bank  customer  groups  during  1985.  Summaries 
of  those  district  meetings  are  available  from  our  office. 

How  Can  Banks  Enhance  Their  CRA 
Performance  Records? 

We  still  believe  that  the  12  assessment  factors  contained 
in  the  CRA  Regulation  (12  CFR  25.7)  are  the  best  guide¬ 
lines  to  use  to  review  your  bank’s  CRA  performance  be¬ 
cause  they  include  what  our  examiners  use  in  their  ex¬ 
amination  and  what  community  groups  use  when 
formulating  a  challenge. 

A  positive  approach  to  CRA,  one  that  does  not  need  to 
raise  the  spectre  of  “credit  allocation”  or  result  in  undue 
delays  in  the  processing  of  applications,  does  mean  that 
many  banks  should  be  more  attentive  to  CRA. 

Based  on  meetings  that  we  have  held  with  community, 
consumer,  small  business  and  government  groups  and 
a  review  of  all  known  CRA  challenges  and  agreements 
in  1985,  the  following  appear  to  be  the  most  common 
criticisms: 


•  Alleged  failure  of  banks  to  meet  with  local  groups 
in  order  to  help  determine  local  credit  needs; 

•  Alleged  poor  lending  records  and  lack  of  affirma¬ 
tive  marketing  efforts  of  banks  in  lower  income  and 
minority  areas;  and 

•  Alleged  lack  of  bank  participation  in  public  financ¬ 
ing  programs  for  housing,  small  business  and 
community  development. 

I’ve  compared  these  allegations  with  the  recent  CRA 
agreements  entered  into  by  banks  or  their  holding  com¬ 
panies  and  the  outcome  can  be  grouped  into  three 
categories  by  CRA  assessment  factors. 

Determining  credit  needs  and  marketing  efforts:  This 

factor  assesses  activities  conducted  by  the  bank  to  de¬ 
termine  the  credit  needs  of  its  community,  including  the 
extent  of  the  bank’s  efforts  to  communicate  with  mem¬ 
bers  of  its  community  regarding  the  credit  services  provid¬ 
ed  and  the  extent  of  the  bank’s  marketing  and  special 
credit-related  programs.  Some  questions  you  might  ask 
to  help  improve  bank  performance  are: 

1)  Has  your  bank  conducted  any  studies  regarding 
local  credit  needs? 

2)  Has  your  bank  communicated  regularly  with 
private  and  neighborhood  organizations  as  well 
as  other  community  members  regarding  what 
credit  services  the  bank  provides? 

3)  Has  your  bank  reviewed  the  local  government’s 
Community  Development  and  Housing  Assis¬ 
tance  Plan? 

4)  Has  your  bank  established  working  relationships 
with  realtors  who  service  low-  and  moderate- 
income  areas  or  do  targeted  advertising  in  neigh¬ 
borhood  newspapers  to  reach  those  areas? 

5)  Has  your  bank  considered  offering  basic  bank¬ 
ing  services? 

Participation  in  local  community  development  and  rede¬ 

velopment  projects:  This  includes  investments  as  well 
as  technical  expertise.  Such  projects  or  programs  might 
include  HUD's  Community  Development  Block  Grant 
Program,  financing  for  local  development  corporations 
(including  CDCs),  Neighborhood  Housing  Services,  or 
working  with  state  and  local  economic  development  and 
downtown  revitalization  agencies  or  public/private  entities. 

Participation  in  governmentally  insured,  guaranteed,  or 

subsidized  programs  for  housing,  small  business  or  small 

farms:  These  programs  include  FHA/VA/FmHA  mortgage 
loans  to  community  members;  FHA  Title  I  Home  Improve¬ 
ment  loans;  SBA  loan  guaranty  programs;  and  state  and 
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local  special  housing,  home  improvement  and  small  busi¬ 
ness  lending  programs. 

In  almost  all  of  the  CRA  Agreements  thus  far,  banks  have 
agreed  to: 

•  establish  community  affairs  functions  to  conduct 
community  outreach,  coordinate  charitable  con¬ 
tributions  and  provide  technical  assistance  to  local 
groups; 

•  increase  participation  in  public  financing  pro¬ 
grams  for  housing,  small  business  and  commu¬ 
nity  development; 

•  conduct  more  active  marketing  programs  in  low- 
and  moderate-income  and  minority  communities; 

•  increase  mortgage  lending  in  low-  and  moderate- 
income  and  minority  areas;  and 

•  develop  basic  banking  services. 

Why  Do  We  Believe  the  Emphasis  on  CRA 
Will  Continue? 

Finally,  we  believe  that  the  emphasis  on  CRA  will  con¬ 
tinue  for  some  time. 

The  emphasis  by  the  Administration  and  Congress  is  to 
continue  reducing  federal  spending.  Continued  cuts  in 
federal  programs  designed  to  meet  the  housing,  com¬ 
munity  and  economic  development  needs  of  low-  and 
moderate-income  communities  will  intensify  community 
group  interest  in  obtaining  private  sector  involvement. 

Additionally,  many  state  and  local  programs  are  being 
restructured  to  require  private  sector  matching  funds  and 
banks  are  being  approached  to  help  fill  the  gap. 

Community  and  consumer  groups  concerns  about  in¬ 


creased  bank  fees  and  service  charges  in  recent  years 
has  stimulated  these  groups  to  form  major  coalitions  to 
address  these  issues.  They  are  becoming  a  strong  voice 
on  such  issues  as  basic  banking  services  to,  in  their  view, 
allow  low-  and  moderate-income  persons  to  obtain  bank¬ 
ing  services  or  continue  to  be  bank  customers. 

Further,  four  states  (Maryland,  Minnesota.  Michigan  and 
the  District  of  Columbia)  have  passed  interstate  banking 
bills  which  have  CRA-related  provisions.  It  is  also  expect¬ 
ed  that  consumer  and  community  groups  will  push  for 
enhanced  CRA  requirements  in  any  banking  legislation 
on  the  national  level. 

Nationally,  in  1985  there  was  a  five-fold  increase  in  CRA 
protests  and  agreements  calling  for  more  aggressive 
bank  action.  This  activity  is  occurring  in  all  OCC  districts, 
although  the  Southeastern  District  has  had  the  most  ac¬ 
tions  (7  of  22)  involving  banks  and  holding  companies. 

Conclusion 

In  conclusion,  we  believe  that  the  regulators,  banking 
organizations,  and  bank  customer  organizations  should 
continue  to  use  every  opportunity  to  work  jointly  to 
address  CRA  related  issues. 

We  also  believe  that  serious  attention  to  the  objectives 
of  CRA  can  produce  a  positive  environment  for  banks, 
an  environment  that  stimulates  profitable  community  lend¬ 
ing  opportunities  and  a  positive  image  for  a  bank  among 
key  customer  groups. 

Steps  taken  by  the  South  Carolina  Bankers  Association 
today  to  sponsor  this  conference  are  commendable  and 
we  applaud  your  efforts  to  try  to  identify  and  address 
reasonable  alternatives  to  the  issues  raised  by  CRA. 


Remarks  by  Robert  L.  Clarke,  Comptroller  of  the  Currency,  before  the 
“Challenges  of  Increased  Regulatory  Supervision”  Conference  at  the  Morin 
Center  for  Banking  Law  Studies,  Boston  University,  Boston,  Massachusetts, 


May  2,  1986 

I  will  assume  today  that  everyone  here  is  familiar  with 
banking  law  It  would  be  arrogance  for  me  to  assume 
otherwise  I  learned  what  arrogance  is  when  I  was  a  first- 
year  law  student  and  a  third-year  student  told  me  how 
a  Harvard  professor  prays:  "Dear  God,"  the  professor’s 
prayer  runs,  "please  protect  me  from  the  sin  of  intellec¬ 
tual  arrogance,  which,  for  your  information,  means  the 
following 

Rather  than  running  the  risk  of  telling  you  what  you  al¬ 
ready  know  today  I  want  to  talk  about  the  challenges  of 


increased  regulatory  supervision  as  I  see  them.  It  seems 
to  me  that  many  people  look  at  increased  regulatory 
supervision  for  banking  as  something  that  is  good  in  and 
of  itself.  Some  of  these  people  actually  think  that  it  is  the 
job  of  regulators  to  control  the  day-to-day  operations  of 
banks.  In  my  judgment,  that  is  an  improper  conception. 
We  do  not  —  and  should  not  —  run  banks.  Instead  we 
establish  a  framework  of  rules  and  regulations  and, 
through  the  examination  process,  monitor  the  compliance 
of  banks  with  those  rules  and  regulations. 
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Some  people  think  that  when  a  bank  fails,  it  is  the  fault 
of  bank  regulators.  Just  recently  I  received  a  letter  from 
a  banker  who  blamed  us  for  a  bank  failure.  These  people 
need  to  realize  that  it  is  not  our  fault  when  a  bank  fails 
—  we  cannot  keep  a  bank  from  failing  —  but  we  can  and 
do  help  sick  banks  back  to  health. 

Some  of  these  people  think  that  a  bank  examination 
serves  the  same  purpose  as  an  independent  audit  —  but 
examinations  were  not  designed  to  serve  as  audits;  they 
were  designed  to  monitor  compliance  with  our  rules  and 
regulations,  as  well  as  loan  quality. 

Many  of  these  people  assume,  I  believe,  that  banking  is 
a  wild  beast  loosed  upon  the  land,  and  that  the  public 
interest  requires  that  this  beast  be  caged  —  or  at  least 
put  on  a  very  tight  leash  —  to  prevent  it  from  causing 
harm.  I  think  that  this  assumption  —  this  urge  to  impose 
the  maximum  in  control  —  has  worked  at  times  to  short- 
circuit  our  bank  supervisory  process. 

What  are  the  goals  that  process  is  intended  to  achieve? 
We  seek  a  safe  and  sound  banking  system  that  promotes 
growth  in  the  economy,  that  inspires  public  confidence 
in  itself,  and  that  meets  the  financial  needs  of  the  public. 
However,  at  times,  regulatory  policy  —  inspired  by  only 
the  best  motives  —  has  inadvertently  worked  against  the 
conditions  we  seek. 

At  times,  the  consequences  have  been  dire. 

Searching  for  an  analogy  that  would  shed  some  light  on 
this  pattern,  I  came  across  a  term  from  the  theater,  dra¬ 
matic  irony.  As  I  am  sure  many  of  you  know,  dramatic 
irony  is  a  tragic  reversal  of  what  the  participants  in  a  story 
think  and  intend.  Eve  eats  the  forbidden  fruit,  expecting 
that  the  act  will  bring  great  happiness,  but  it  brings  great 
sorrow.  Macbeth  kills  Duncan,  thinking  he  will  then 
achieve  happiness;  he  later  finds  he  loses  all  that  makes 
life  worth  living.  King  Oedipus  accuses  the  blind  prophet 
of  corruption,  but  later  discovers  it  is  he  who  is  corrupt 
and  blind. 

As  we  can  see,  dramatic  irony  is  based  on  misunder¬ 
standing.  The  dramatic  irony  of  bank  supervision  is  also 
based  on  misunderstanding.  The  misunderstanding  is 
that  we  have  the  ability  to  control  precisely  the  outcome 
of  our  regulatory  policies. 

In  an  effort  to  bring  stability  to  the  development  of  bank¬ 
ing,  the  government,  in  1863,  established  the  national 
banking  system.  In  an  effort  to  control  the  development 
of  banking  —  to  rid  it  of  what  was  then  perceived  as  an 
unstable  element  —  it  taxed  the  bank  notes  issued  by 
state  banks  in  an  attempt  to  drive  them  into  the  national 
banking  system.  What  was  the  result?  A  great  push  was 
given  to  the  use  of  demand  deposits  —  which  were  not 
taxed.  The  growth  of  state  banks  exploded  in  the  1880s 


—  precisely  the  opposite  result  of  what  lawmakers  intend¬ 
ed  two  decades  before.  This  growth  led  to  a  banking  sys¬ 
tem  dominated  by  single-office  banks  —  not  necessarily 
bad,  but  quite  different  from  the  expected  result. 

Most  of  the  regulatory  restrictions  on  what  banking  can 
do  today  originated  in  Great  Depression  legislation,  which 
in  turn  was  triggered  by  the  banking  crisis  of  1930.  Ob¬ 
servers  then  and  analysts  now  believe  the  crisis  prompt¬ 
ed  the  public  to  lose  confidence  in  the  banking  system. 
Two  years  ago,  an  economist  at  Rutgers  University, 
Eugene  Nelson  White,  published  a  reinterpretation  of  the 
origin  of  that  crisis  in  the  Journal  of  Economic  History. 
The  paper  attributes  much  of  the  responsibility  for  the  cri¬ 
sis  to  federal  and  state  bank  regulatory  policymakers. 

While  he  agreed  with  earlier  analysts  that  both  real  and 
monetary  factors  forced  the  closure  of  banks,  White  ar¬ 
gued  that  many  of  these  banks  were  already  significantly 
weakened  by  regulatory  constraints,  a  factor  that  econo¬ 
mists  had  overlooked.  Regulation  reduced  the  efficiency 
of  the  banking  industry  and  increased  its  susceptibility 
to  any  real  or  policy-generated  shocks,  White  wrote.  For 
example,  the  pervasive  restrictions  on  branching  created 
thousands  of  small  unit  banks  with  relatively  undiversi- 
fied  portfolios.  The  smallest  and  perhaps  weakest  banks 

—  the  ones  hit  hardest  by  the  crisis  —  were  in  rural 
regions  where  low  population  density  and  very  strict  anti¬ 
branching  laws  prevented  the  growth  of  larger,  more 
diversified  intermediaries.  Although  these  unit  banks  had 
become  linked  in  the  late  nineteenth  and  early  twentieth 
centuries  to  national  money  and  capital  markets,  many 
remained  heavily  dependent  on  their  local  loan  business, 
prospering  or  suffering  with  the  farmers  they  financed. 

White  argued  that  a  system  of  nationwide  branching  prob¬ 
ably  could  have  reduced  or  eliminated  bank  failures  by 
establishing  intermediaries  with  loan  portfolios  that  were 
sufficiently  diversified  to  manage  regional  risks.  He  con¬ 
cluded  that  mistaken  policies  or  dislocations  in  different 
sectors  of  the  economy  may  be  blamed  for  the  shocks 
that  hit  the  banking  system.  However,  the  inability  of  the 
banking  system  to  absorb  these  shocks  may  be  attribut¬ 
ed  to  what  he  called  “debilitating”  regulations  that  were 
imposed  on  banking. 

What  was  the  response  to  the  banking  crisis  of  the  early 
1930s?  More  regulation  imposing  more  control.  And  what 
is  the  result  today?  I  think  that  it  is  growing  instability  in 
the  banking  system.  I  think  that  this  instability  is  reflected 
in  the  fact  that  we  see  some  banks  giving  up  their  charters 
to  become  savings  and  loan  associations  —  and  some 
savings  and  loan  associations  are  giving  up  their  chart¬ 
ers  to  become  banks.  Some  highly  regarded  banks  are 
considering  giving  up  their  charters  altogether  What  was 
once  given  as  a  valuable  and  competitive  franchise  is  now 
considered  by  some  to  be  a  competitive  disadvantage 
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Because  competitive  and  economic  conditions  —  and 
technological  developments  —  have  evolved  so  dramat¬ 
ically  in  recent  years,  the  consequences  of  long-standing 
restrictions  on  chartered  banks  have  become  severe.  Or 
as  Yogi  Berra  once  said,  “It’s  deja  vu  all  over  again.’ ' 

The  commercial  banking  system  is  becoming  less  profita¬ 
ble  _  both  absolutely  and  relative  to  the  risks  banks 
assume.  Commercial  banks  have  also  experienced  de¬ 
clines  m  their  market  share.  For  example  —  in  1982  — 
23.5  percent  of  all  private  sector  lending  was  done  by 
commercial  banks.  Last  year  that  figure  was  only  16.1  per¬ 
cent.  For  the  largest  multinational  banks,  income  from 
lending  comprised  only  64  percent  of  first  quarter  oper¬ 
ating  income  this  year,  compared  to  75  percent  of  income 
in  1982. 

Product  limitations  restrict  the  services  banks  can  pro¬ 
vide  to  consumers  and  have  made  it  difficult  for  banks 
to  seek  alternative  sources  of  income  as  their  traditional 
activities  have  become  less  profitable.  The  result  has  too 
often  been  a  reliance  on  more  risky  lending  or  concentra¬ 
tions  of  credits  as  banks  have  sought  to  maintain  an  ac¬ 
ceptable  level  of  profitability.  The  trend  of  lower  profita¬ 
bility  is  evident  at  banks  of  all  sizes.  Although  the  majority 
of  the  banking  industry  continues  to  generate  adequate 
earnings,  there  is  a  growing  minority  of  commercial  banks 
with  earnings  that  can  only  be  characterized  as  poor. 

A  few  bank  performance  statistics  illustrate  profitability 
trends:  The  average  return  on  assets  for  the  4,200  na¬ 
tional  banks  with  assets  of  less  than  $300  million  declined 
in  1985  for  the  sixth  consecutive  year.  These  are  com¬ 
munity  banks  with  national  charters.  In  1980,  the  aver¬ 
age  ROA  for  these  banks  was  1.13.  In  1985,  it  was  0.53. 
Even  the  median  ROA  fell  for  this  group,  demonstrating 
the  scope  of  the  earnings  pressure.  More  than  one  quar¬ 
ter  of  national  banks  with  assets  of  less  than  $25  million 
lost  money  in  1985.  Furthermore,  in  recent  years  the  per¬ 
centage  of  banks  with  high  earnings  —  a  return  on  assets 
in  excess  of  1.5  percent  —  has  fallen.  In  1980,  21.6  per¬ 
cent  of  all  national  banks  had  an  ROA  of  more  than  1.5 
percent.  In  1985,  only  13.4  percent  of  national  banks  had 
high  earnings.  In  1980,  3  percent  of  all  national  banks 
experienced  losses.  In  1985,  16.2  percent  of  all  national 
banks  did.  And  only  one-third  of  the  national  banks  that 
reported  losses  in  1985  were  agricultural  or  energy  banks. 

For  national  banks  of  all  sizes  and  types,  loan  loss  provi¬ 
sions  as  a  percentage  of  assets  are  now  two  and  one 
half  times  what  they  were  in  1980.  For  the  largest  banks, 
taken  as  a  group,  earnings  have  been  flat  for  the  past 
six  years,  and  several  banks  have  had  sizable  losses. 
While  many  of  the  regional  and  multinational  banks  have 
recently  reported  rising  profits,  much  of  the  surge  in 
income  is  the  result  of  trading  profits,  securities  gains,  and 
asset  sales  Moreover,  lingering  loan  problems  at  many 


of  the  large  banks  will  continue  to  place  downward  pres¬ 
sure  on  the  profitability  of  their  loan  portfolios. 

As  I  said  before,  deteriorating  asset  quality  is  a  key  fac¬ 
tor  in  the  decline  in  earnings  across  the  board,  and  that 
deterioration  continues. 

The  American  Banker  reported  earlier  this  week  that  asset 
quality  deteriorated  in  the  first  quarter  at  most  of  the 
nation’s  10  largest  bank  holding  companies,  despite 
generally  higher  overall  earnings  for  these  institutions. 

We  know  that,  in  large  part,  banks  are  seeing  an  erosion 
of  their  best  loan  markets.  Consider,  for  a  moment,  an 
example  with  which  we  are  all  familiar.  Top-quality  cor¬ 
porate  borrowers  are  —  for  purely  economic  reasons  — 
increasingly  relying  on  the  commercial  paper  market  for 
their  borrowing.  Because  commercial  bank  participation 
in  that  market  is  limited  by  the  Glass-Steagall  Act,  bank 
loan  quality  is  suffering.  Industry  representatives  tell  us 
that  few,  if  any,  companies  rated  higher  than  BBB  are  sig¬ 
nificant  borrowers  from  commercial  banks.  Instead,  they 
say  that  most  high  quality  customers  are  now  served  by 
the  investment  bankers.  In  1985,  the  average  ratio  of  net 
loan  losses  to  gross  loans  for  all  commercial  banks  was 
1.3  percent,  more  than  three  times  higher  than  the  loss 
rate  that  prevailed  in  the  late  1970s. 

Surely,  the  authors  of  Glass-Steagall  did  not  intend  that 
it  promote  the  flight  of  high  quality  borrowers  from  our 
nation’s  banking  system. 

But  the  dramatic  irony  is  that  is  does  promote  this  flight, 
and  in  so  doing  promotes  the  erosion  of  bank  profitability. 
The  dramatic  irony  is  that  a  law  intended  to  shore  up  the 
safety  and  soundness  of  the  banking  system  is  contribut¬ 
ing  greatly  to  the  system’s  growing  weakness.  The  dra¬ 
matic  irony  is  that  by  seeking  total  control  —  we  risk  losing 
any  control  —  while  maintaining  the  illusion  that  we  are 
in  control. 

I  see  one  ray  of  sunshine  breaking  through. 

It  is  the  growing  awareness  that  something  must  be  done 
to  reverse  the  profitability  and  other  declining  trends  we 
are  seeing  in  banking  —  to  reverse  the  slow,  but  steady 
erosion  in  the  strength  of  the  banking  system.  I  think  — 
to  use  the  example  I  used  above  —  that  almost  every¬ 
one  here  today  expects  that  the  Glass-Steagall  separa¬ 
tion  of  investment  and  commercial  banking  will  be  eased. 
There  is  no  question  in  my  mind  that  it  will  be  eased.  But 
I  do  have  many  questions  —  as  a  regulator  —  as  to  how 
it  will  be  eased.  My  concern  is  that  we  will  try  to  fashion 
regulatory  supervision  over  a  modernized  banking  system 
in  such  a  way  as  to  maximize  our  control  over  it. 

We  will  again  place  the  perception  of  a  need  for  quantity 
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of  regulatory  supervision  above  the  need  for  increased 
quality  of  regulatory  supervision.  And  that,  I  believe,  would 
be  a  mistake.  There  are  indeed  challenges  of  increased 
regulatory  supervision  in  regard  to  easing  Glass-Steagall 
barriers.  But  I  think  these  challenges  are  more  in  the 
nature  of  restraining  the  urge  for  total  control,  rather  than 
fashioning  an  intricate  and  complex  regulatory  mech¬ 
anism. 

There  are,  as  you  know,  standard  arguments  raised  in 
opposition  to  easing  the  barriers  between  commercial 
and  investment  banking.  These  include  the  need  to  guard 
against  the  potential  for  conflicts  of  interest  and  concen¬ 
trations  of  economic  power,  to  protect  customers,  and  to 
avoid  endangering  bank  safety  and  soundness.  Many  of 
these  perceived  problems  associated  with  linking  com¬ 
mercial  and  investment  banking  are  a  legacy  from  the 
conditions  under  which  Glass-Steagall  was  passed. 

Although  studies  have  consistently  demonstrated  that  the 
securities  activities  of  banks  had  little,  if  anything,  to  do 
with  the  collapse  of  the  banking  system  in  1933,  certain 
abuses  in  the  financial  markets  did  exist.  However,  the 
differences  between  the  legal  framework  of  today  and  that 
of  1933  are  vast.  The  Securities  Acts  of  1933  and  1934; 
the  Banking  Act  of  1933,  including  new  section  23A  of 
the  Federal  Reserve  Act;  the  Banking  Act  of  1935;  the 
addition  of  significant  enforcement  authority  for  bank 
regulators  and  greatly  enhanced  bank  disclosure  require¬ 
ments  have  brought  about  a  revolution  in  the  supervisory 
framework  governing  banks  and  the  securities  markets. 
As  a  result,  any  notion  that  blending  commercial  and 
investment  banking  activities  would  signal  a  return  to  the 
1930s  is  simply  farfetched.  It  would  be  a  mistake  to 
assume  —  as  Congress  did  in  1933  —  that  broad  cate¬ 
gories  of  securities  activities  are  inherently  too  “risky’'  or 
fraught  with  “hazards”  and  should  be  flatly  prohibited 
for  banks.  Rather,  as  with  any  banking  activity,  we  simply 
must  ensure  that  the  activities  are  conducted  in  a  safe 
and  sound  manner.  The  legal  mechanisms  already  exist, 
in  large  part,  to  do  just  that. 

Let’s  consider,  for  a  moment,  those  mechanisms  in  regard 
to  conflicts  of  interest,  economic  concentrations,  protec¬ 
tion  of  bank  customers  and  the  riskiness  of  securities 
activities. 

A  variety  of  existing  controls  have  successfully  limited  the 
exploitation  of  conflicts  of  interest  should  Glass-Steagall 
be  eased.  These  controls  include  the  securities  laws  and 
regulations,  the  federal  antitrust  statutes,  and  our  own 
controls  on  bank  transactions  with  affiliates,  which  ad¬ 
dress  conflicts  of  interest  through  prohibitions  against  — 
and  penalties  for  —  specific  practices  and  through  re¬ 
quirements  for  pertinent  and  timely  disclosure.  There  are 
also  state  and  federal  fiduciary  requirements  in  place. 
Finally,  there  is  ample  economic  discipline  in  the  form  of 


reports  by  rating  agencies,  competition,  and  the  all  im¬ 
portant  perception  of  the  marketplace,  all  of  which  work 
against  abuses. 

As  for  economic  concentration,  it  is  perhaps  not  surpris¬ 
ing  that  the  securities  industry,  which  derives  substan¬ 
tially  greater  market  protection  from  Glass-Steagall  than 
do  banks,  is  significantly  more  concentrated  than  the 
banking  industry.  The  removal  of  current  barriers  to  mar¬ 
ket  entry  offers  the  surest  guarantee  of  continued  strong 
competitive  practices  in  the  financial  services  market¬ 
place.  And  the  antitrust  laws  will  prevent  any  undue  mar¬ 
ket  concentration.  Moreover,  the  protection  of  customers 
purchasing  securities  services  is  currently  addressed  by 
the  securities  laws  and  regulations.  These  are  important 
laws  and  should  continue  to  apply  to  any  provider  of  secu¬ 
rities  services,  including  banks. 

Finally,  there  is  the  argument  that  easing  Glass-Steagall 
restraints  would  simply  be  too  risky  for  the  banks.  Be¬ 
cause  of  the  ability  of  banks  to  accept  federally  insured 
deposits  and  to  provide  access  to  the  payments  system, 
the  argument  runs  that  they  should  not  be  allowed  to  take 
on  additional  risks,  and  should  be  prohibited  from  con¬ 
ducting  new  activities.  But  as  I  said  before,  the  Glass- 
Steagall  prohibitions  have  resulted  in  banks  losing  a  sig¬ 
nificant  share  of  their  high-quality  borrowers  to  securities 
firms,  other  nonbanking  companies,  and  to  the  market 
itself  through  direct  financing.  The  prohibitions  have  also 
prevented  banks  from  achieving  needed  liquidity  through 
loan  sales,  and  have  made  it  difficult  for  banks  to  diver¬ 
sify  their  assets.  In  addition,  Glass-Steagall  has  prevented 
banks  from  diversifying  their  income  sources  through  the 
offering  of  new  services. 

The  dramatic  irony  we  have  found  in  our  review  of  the 
literature  is  the  probability  that  the  risk  of  securities  under¬ 
writing  is  low  and  very  manageable,  and  certainly  lower 
than  the  risks  associated  with  many  types  of  commercial 
bank  lending.  It  has  been  well  demonstrated  that,  be¬ 
cause  of  the  short  holding  periods  and  high  degree  of 
liquidity  of  corporate  underwritings,  this  activity  is  far  less 
subject  to  losses  than  is  commercial  lending.  Moreover, 
what  losses  do  occur  are  quickly  identified  and  measured 
—  a  benefit  to  the  customers,  the  owners,  and  the  regu¬ 
lators.  U.S.  banks  already  have  substantial  experience  in 
the  underwriting  of  U.S.  Government  securities,  certain 
municipal  securities,  and  Euromarket  securities.  Banks 
have  demonstrated  competence  in  these  activities,  and 
we  see  no  reason  why  they  would  not  fare  as  well  in  the 
underwriting  of  municipal  revenue  bonds  and  corporate 
securities. 

Is  there  any  logic  in  a  system  which  allows  U.S.  banks 
to  engage  in  wide-ranging  securities  underwriting  activi¬ 
ties  in  their  foreign  operations,  but  not  in  their  home 
country'?  Or  in  a  system  which  prohibits  banks  from 
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underwriting  corporate  debt,  but  allows  them  to  issue 
letters  of  credit  to  back  up  that  corporate  debt,  and  thus 
take  the  bulk  of  the  risk9  The  answers  to  these  questions 
have  to  be  no  —  and  that  suggests  to  me  that  Glass- 
Steagall  is  all  that  is  has  been  cracked  up  to  be  —  a  dead 
letter  of  the  law.  Arguments  against  easing  Glass- Steagall 
prohibitions  are,  at  best,  based  on  misunderstanding  of 
how  to  promote  the  safety  and  soundness  of  the  bank¬ 
ing  system. 

As  this  misunderstanding,  this  urge  to  total  control,  has 


led  to  dramatic  irony  throughout  the  history  of  banking 
supervision,  it  continues  to  do  so  today. 

That  those  arguments  continue  to  be  accepted  when  the 
banking  industry  is  suffering  from  loan  concentrations, 
dwindling  income  sources,  and  deteriorating  loan  quality 
is  a  source  of  amazement  —  and  serious  concern  —  to 
me.  I  believe  that  it  should  be  of  concern  to  you  — 
perhaps  professionally  —  but  certainly  in  your  role  as 
members  of  a  public  significantly  affected  by  the  condi¬ 
tions  in  the  banking  world. 


Statement  of  Robert  L.  Clarke,  Comptroller  of  the  Currency,  before  the  House 
Subcommittee  on  Financial  Institutions  Supervision,  Regulation,  and  Insurance 
of  the  Committee  on  Banking,  Finance,  and  Urban  Affairs,  Washington,  D.C., 
May  8,  1986 


Mr.  Chairman  and  members  of  the  Subcommittee,  I  wel¬ 
come  this  opportunity  to  present  my  views  on  H.R.  4701, 
a  bill  that  would  amend  the  emergency  acquisition  pro¬ 
visions  of  the  1982  Garn-St  Germain  Act. 

Today  I  would  like  to  discuss  the  need  for  additional  flex¬ 
ibility  to  enable  bank  supervisors  to  deal  more  effective¬ 
ly  with  weakened  banks.  The  bill,  which  is  the  subject  of 
these  hearings,  is  designed  to  provide  that  flexibility. 

Need  for  Additional  Flexibility 

It  is  no  secret  that  a  number  of  banks  are  experiencing 
financial  difficulty.  I  recently  testified  before  this  Subcom¬ 
mittee  on  the  problems  facing  national  banks  that  have 
exposures  to  weakened  sectors  of  the  economy.  Current¬ 
ly,  there  are  nearly  300  national  banks  on  our  problem 
list  (banks  with  a  CAMEL  rating  of  4  or  5),  an  increase 
of  almost  400  percent  over  yearend  1983.  Almost  75  per¬ 
cent  of  these  banks  are  located  in  the  Midwest  and  South¬ 
west,  areas  that  have  been  especially  hard  hit  by  down¬ 
turns  in  the  energy  industry,  the  agricultural  industry,  or 
both. 

It  is  an  unfortunate  fact  that  the  current  high  rate  of  bank 
failures  is  expected  to  be  with  us  for  some  time  —  at  least 
under  our  present  system  of  dealing  with  bank  failures. 
It  is  therefore  more  important  than  ever  before  that  we 
deal  with  each  failure  in  a  way  that  minimizes  any  dis¬ 
ruption  m  the  provision  of  banking  services  to  the  com¬ 
munity,  the  potential  for  a  decline  in  public  confidence 
in  the  banking  system,  and  its  cost  to  the  Federal  Deposit 
Insurance  Corporation  (FDIC).  The  acquisition  of  a  trou¬ 
bled  bank  by  a  stronger  institution  is  often  the  solution 
that  minimizes  the  adverse  effects  that  can  result  from 
the  failure  of  a  bank 


It  is  important  to  recognize,  however,  and  it  is  perhaps 
not  a  coincidence,  that  almost  two-thirds  of  the  problem 
banks  are  in  unit  banking  states  or  states  that  otherwise 
limit  branching.  Such  restrictions  limit  the  number  of  in¬ 
state  options  for  the  acquisition  of  failing  banks  and 
reduce  the  number  of  bidders  for  failed  banks,  making 
is  more  difficult  for  the  FDIC  to  arrange  purchase  and 
assumption  transactions.  If  a  purchase  and  assumption 
cannot  be  arranged,  the  FDIC  must  choose  between  li¬ 
quidating  a  failed  bank  and  paying  off  its  depositors  or 
propping  it  up  with  FDIC-provided  capital. 

Our  Office,  the  Federal  Reserve  Board,  and  the  Federal 
Deposit  Insurance  Corporation  believe  that  expanding  the 
number  of  potential  acquirors  of  weak  banks  and  remov¬ 
ing  some  of  the  constraints  on  out-of-state  purchasers  of 
these  banks  will  enhance  our  ability  to  resolve  weakened 
bank  situations  in  an  expeditious,  least-cost  manner.  The 
three  agencies  have  collaborated  on  drafting  legislation 
that  would  provide  us  with  those  tools  by  amending  the 
emergency  acquisition  provisions  of  the  1982  Garn-St 
Germain  Act.  The  Administration  has  completed  its  review 
of  this  legislation.  Mr.  Chairman,  I  can  report  to  you  that 
the  Administration  strongly  supports  H.R.  4701. 1  will  now 
turn  to  the  primary  features  of  our  proposal. 

Provisions  of  the  Bill 

The  proposed  legislation  would  amend  the  emergency 
acquisition  provisions  of  the  1982  Garn-St  Germain  Act 
in  four  important  ways.  First,  the  bill  extends  the  emer¬ 
gency  acquisition  provisions  to  authorize  out-of-state  com¬ 
mercial  banks  to  acquire  weakened  banks  before  they 
fail.  The  current  law  requires  that  a  commercial  bank  be 
closed  before  an  out-of-state  purchaser  can  be  sought. 
Second,  the  bill  defines  banks  that  have  at  least  $250 
million  in  assets  as  eligible  for  emergency  acquisitions. 
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Currently,  only  institutions  with  at  least  $500  million  in  as¬ 
sets  are  eligible.  Third,  the  bill  extends  the  emergency 
acquisition  provisions  to  bank  holding  companies  with 
a  subsidiary  bank  or  banks  in  danger  of  closing.  Fourth, 
the  bill  provides  limited  expansion  opportunities  for  out- 
of-state  holding  companies  that  acquire  troubled  institu¬ 
tions.  The  bill  also  provides  for  out-of-state  acquisitions 
of  failing  banks  in  instances  where  no  FDIC  assistance 
is  involved. 

Expanding  eligibility  to  failing  banks.  Authorization  of  out- 
of-state  acquisitions  of  weakened  institutions  before  they 
fail  would  expand  the  FDIC’s  options  for  dealing  with 
those  banks.  A  bank  that  is  still  operating  is  more  likely 
to  attract  favorable  bids  than  is  a  closed  bank  because 
the  open  bank’s  value  as  an  ongoing  business  can  be 
preserved.  Consequently,  we  expect  that  a  smaller  com¬ 
mitment  of  FDIC  funds  would  be  required  to  resolve  the 
situation.  Moreover,  reducing  the  total  number  of  bank 
failures  would  help  maintain  the  stability  and  confidence 
in  the  banking  system  as  a  whole. 

The  bill  establishes  three  criteria,  any  one  of  which  would 
be  sufficient  to  declare  an  institution  in  danger  of  clos¬ 
ing,  and  it  would  be  up  to  a  bank’s  primary  supervisor 
(the  state  bank  supervisor  in  the  case  of  a  state  bank; 
the  OCC  in  the  case  of  a  national  bank)  to  determine 
whether  it  meets  any  of  the  criteria.  The  first  two  are  that 
in  the  absence  of  federal  assistance,  the  bank  is  not  like¬ 
ly  to  be  able  to  meet  the  demands  of  its  depositors  or 
pay  its  obligations  as  they  become  due  (so-called  liquidity 
insolvency),  or  that  the  bank  has  incurred  or  is  likely  to 
incur  losses  that  will  deplete  substantially  all  of  its  capital 
and  cannot  be  expected  to  replenish  its  capital  (so-called 
capital  insolvency).  The  third  criterion  is  the  existence  or 
likely  existence  of  any  other  grounds  for  closing  a  bank 
that  are  provided  for  in  state  law. 

Lower  size  threshold  for  eligible  institutions.  Making  banks 
with  fewer  than  $500  million  in  assets  eligible  for  the  emer¬ 
gency  acquisition  provisions  of  the  Garn-St  Germain  Act 
will  enhance  the  FDIC's  ability  to  arrange  for  the  purchase 
and  assumption  of  mid-sized  banks.  There  are  only  a  limit¬ 
ed  number  of  banks  in  any  one  state  that  are  large 
enough  to  safely  purchase  another  large  or  mid-sized 
bank  in  danger  of  failing.  Because  banks  play  an  impor¬ 
tant  role  in  the  economic  life  of  their  communities,  we  be¬ 
lieve  that  it  is  critical  that  the  FDIC  have  maximum  flexi¬ 
bility  in  resolving  any  problems  they  experience. 

Unfortunately,  the  sectoral  problems  affecting  entire 
states,  and  the  concentration  of  troubled  banks  in  those 
states,  increase  the  likelihood  that  it  will  be  difficult  to  find 
strong  in-state  institutions  willing  to  rescue  weak  institu¬ 
tions  without  substantial  financial  assistance  from  the 
FDIC.  Thus,  in  the  absence  of  alternative  solutions,  such 
as  out-of-state  acquisitions,  it  is  likely  that  the  FDIC  will 


be  forced  to  perform  more  liquidations  and  deposit 
payoffs,  with  a  resulting  loss  in  banking  services  to  local 
communities.  The  bill  would  reduce  the  minimum 
threshold  to  $250  million  in  assets. 

Extension  to  holding  companies.  The  bill  extends  the 
emergency  acquisition  provisions  to  holding  companies 
that  have  a  subsidiary  bank  or  banks  in  danger  of  clos¬ 
ing  if  such  bank  or  banks  have  assets  of  at  least  $250 
million  and  hold  one-third  or  more  of  the  total  assets  of 
the  holding  company’s  bank  subsidiaries.  In  addition  to 
allowing  the  acquisition  of  these  failing  banks,  the  bill  per¬ 
mits  an  out-of-state  purchaser  to  acquire  some  of  the  hold¬ 
ing  company’s  other  bank  subsidiaries  or  the  entire  hold¬ 
ing  company.  It  would  not,  however,  permit  FDIC 
assistance  to  be  provided  to  nonbank  subsidiaries  of  the 
holding  company. 

This  addition  to  the  law  will  facilitate  emergency  acquisi¬ 
tions  in  states  that  prohibit  branching  but  allow  multi-bank 
holding  companies.  Under  current  provisions  of  the  Garn- 
St  Germain  Act,  an  out-of-state  bank  holding  company 
that  acquires  a  troubled  institution  is  not  permitted  to  ac¬ 
quire  other  banks  in  that  state.  Thus,  potential  acquirors 
are  deterred  by  the  prospect  of  being  limited  to  a  single 
office  location  and  purchasing  what  is,  quite  likely,  the 
most  troubled  part  of  the  holding  company. 

Moreover,  if  the  troubled  bank  is  the  lead  bank  of  the  hold¬ 
ing  company,  stripping  it  out  of  the  holding  company 
could  affect  the  safety  and  soundness  of  the  smaller  af¬ 
filiate  banks  in  the  holding  company.  Similarly,  breaking 
up  the  holding  company  could  have  disruptive  effects  on 
the  local  community  and  the  banking  system.  The  pro¬ 
posed  change  would  mitigate  these  problems  by  allow¬ 
ing  the  entire  holding  company  to  be  acquired. 

Additional  expansion  opportunities.  The  bill  authorizes 
out-of-state  bank  holding  companies  that  acquire  a  trou¬ 
bled  institution  to  acquire,  at  any  future  time,  additional 
banks  located  in  the  three  largest  metropolitan  areas,  con¬ 
solidated  metropolitan  statistical  areas,  or  cities  in  the  state 
in  which  the  acquired  troubled  bank  is  located.  This 
amendment  reduces,  but  does  not  eliminate,  some  of  the 
competitive  disadvantages  that  out-of-state  acquirors  face 
relative  to  m-state  holding  companies.  Without  at  least 
some  opportunities  for  expansion,  out-of-state  companies 
do  not  have  much  incentive  to  bid  for  a  troubled  bank 
in  unit  banking  states. 

Unassisted  acquisitions.  In  addition  to  making  these  four 
changes  to  the  1982  Garn-St  Germain  Act,  the  bill  introd- 
duces  another  concept:  it  amends  the  Douglas  Amend¬ 
ment  of  the  Bank  Flolding  Company  Act  to  provide  for 
out-of-state  acquisitions  of  failing  banks  in  instances  where 
no  FDIC  assistance  is  involved.  This  would  encourage 
weakened  institutions  to  find  private  solutions  to  their 
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problems  before  those  problems  reach  a  stage  that  de¬ 
mands  federal  financial  assistance,  further  reducing 
potential  demands  on  the  FDIC's  resources. 

The  size  thresholds  for  the  unassisted  out-of-state  acqui¬ 
sitions  would  be  the  same  as  for  FDIC-assisted  acquisi¬ 
tions.  Likewise,  the  provisions  dealing  with  the  acquisition 
of  the  holding  company  and  its  healthy  banks,  as  well 
as  subsequent  expansion  rights  would  be  similar  to  the 
provision  made  for  assisted  acquisitions. 

Recognizing  the  possible  concerns  of  states  regarding 
out-of-state  acquisitions,  the  bill  provides  the  state  bank¬ 
ing  supervisors  with  a  significant  role  in  these  transac¬ 
tions.  First,  the  bill,  in  effect,  requires  that  the  target  bank 
or  bank  holding  company  exhaust  all  in-state  alternatives 
before  seeking  a  potential  out-of-state  acquiror.  Second, 
the  state  supervisor  may  effectively  veto  a  proposed  out- 
of-state  acquisition  by  demonstrating  that  there  exists  a 
willing  in-state  purchaser  with  sufficient  financial  and 
managerial  resources  to  acquire  the  bank  or  bank  hold¬ 
ing  company.  This  will  prevent  shareholders  of  a  weak¬ 
ened  institution  from  realizing  a  windfall  gain  attributable 
solely  to  the  institution’s  eligibility  for  acquisition  by  an  out- 
of-state  purchaser.  This  approach  gives  states  the  oppor¬ 
tunity  to  find  their  own  solutions  when  banks  are  in  danger 
of  failing.  Where  no  in-state  solution  is  available,  it  facili¬ 
tates  the  use  of  out-of-state  sources  of  capital. 

Specific  Concerns 

Mr.  Chairman,  in  your  letter  of  invitation  you  asked  some 
specific  questions  to  which  I  will  now  turn. 

First,  you  asked  for  our  estimate  of  the  number  of  banks 
that  currently  qualify  under  the  bill’s  definition  of  an 
institution  “in  danger  of  closing’’  and  their  location  and 
asset  size.  As  I  noted  earlier  in  this  statement,  our  problem 
bank  list  contains  nearly  300  national  banks.  I  would 
emphasize,  however,  that  a  bank’s  appearance  on  the 
problem  list  cannot  be  construed  as  an  indication  that 
it  is  near  a  liquidity  or  capital  insolvency.  Rather,  it  indi¬ 
cates  the  presence  of  problems  that  demand  close  super¬ 
visory  scrutiny. 

Seventy-five  percent  of  the  300  national  banks  on  our 
problem  list  are  located  in  the  Midwest  or  Southwest.  As 
you  know,  the  agricultural  sector  of  the  economy,  prin¬ 
cipally  m  the  Midwest,  involves  a  large  number  of  smaller 
banks  that  have  been  adversely  affected  by  a  decline  in 
the  profitability  of  the  agricultural  industry.  In  the  South¬ 
west  hard  hit  by  rapid  declines  in  oil  and  gas  prices,  there 
is  also  a  large  number  of  banks,  and  among  them  are 
some  very  large  institutions  —  several  of  which  are  among 
the  top  25  m  the  country  Fortunately,  most  of  these  larger 
institutions  are  well-capitalized  and  during  the  past  two 


quarters  have  established  sizable  reserves  against  the  un¬ 
certainty  surrounding  the  rapidly  fluctuating  prices  of  oil 
and  gas.  However,  the  likelihood  of  continued  economic 
weakness  in  these  areas  leads  me  to  conclude  that  the 
number  of  banks  experiencing  problems,  and  the  num¬ 
ber  of  bank  failures,  will  remain  high  over  the  near  term. 

Regarding  the  size  of  weakened  national  banks,  over  95 
percent  of  the  banks  on  our  problem  list  have  fewer  than 
$250  million  in  assets.  I  believe  that  this  argues  for  reduc¬ 
ing  the  threshold  even  lower  than  the  $250  minimum  in 
the  bill,  in  order  to  bring  the  benefits  of  expanded  regu¬ 
latory  flexibility  to  the  vast  majority  of  those  banks  that 
would  otherwise  fail. 

Second,  you  asked  whether  it  is  possible  for  a  nonfinan- 
cial  institution  to  avail  itself  of  any  of  the  provisions  of  H.R. 
4701  in  order  to  acquire  an  insured  bank.  H.R.  4701  does 
not  address  acquisitions  by  nonfinancial  institutions.  The 
purpose  of  this  legislation  is  to  remove  those  geographic 
restraints,  such  as  the  Douglas  Amendment,  that  currently 
prevent  out-of-state  banks  and  bank  holding  companies 
from  acquiring  a  depository  institution  that  is  in  danger 
of  closing. 

Third,  you  asked  us  to  comment  on  the  antitrust  implica¬ 
tions  of  eliminating  the  post-approval  waiting  period  in 
the  event  of  bank  holding  company  acquisitions.  The 
Department  of  Justice  has  reviewed  the  legislation  and 
supports  it,  including  the  changes  to  Section  11  of  the 
Bank  Holding  Company  Act,  with  the  understanding  that 
the  legislation  will  be  modified  to  provide  that  the  Attorney 
General  must  concur  in  any  reduction  of  post-approval 
periods  to  less  than  five  days.  In  addition,  the  Department 
of  Justice  has  suggested  a  clarifying  change  that  would 
make  it  clear  that  antitrust  laws  continue  to  apply  to 
acquisitions  under  this  bill.  We  would  be  happy  to  work 
with  the  Committee  staff  to  make  those  changes. 

Finally,  you  questioned  the  provision  of  the  bill  that  would 
allow  institutions  receiving  FDIC  assistance  to  qualify  for 
out-of-state  emergency  acquisitions  even  after  they,  with 
FDIC  assistance,  have  improved  their  condition  so  that 
they  no  longer  are  in  danger  of  closing.  We  strongly  sup¬ 
port  this  provision.  One  of  the  objectives  of  this  legisla¬ 
tion  is  to  manage  bank  failures  and  problem  bank  situa¬ 
tions  in  a  manner  that  would  best  use  and  conserve  the 
FDIC’s  insurance  fund.  The  out-of-state  acquisition  of  a 
failing  institution  that  is  already  receiving  FDIC  assistance 
would  reduce  costs  to  the  FDIC. 


Conclusion 

Mr.  Chairman,  some  have  said  that  this  bill  would  make 
an  end  run  around  the  Douglas  Amendment.  I  can  state 
categorically  that  that  is  not  the  case.  Nor  is  it  an  effort 
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on  our  part  to  effect  sweeping  changes  in  the  relative  roles 
of  federal  and  state  regulatory  agencies. 

This  bill  is  intended  solely  as  a  means  of  facilitating  the 
resolution  of  failures  and  near-failures  in  the  banking 
industry.  We  sincerely  hope  that  we  will  never  have  to  use 
the  powers  if  they  are  granted.  Indeed,  the  current  emer¬ 
gency  acquisition  provisions  of  the  Garn-St  Germain  Act 
have  been  invoked  only  infrequently.  It  appears  to  me, 
however,  that  we  could  better  manage  the  problems 
posed  by  failing  institutions  if  we  had  better  tools  to  do 
that  job.  As  a  matter  of  fact,  the  mere  availability  of  these 


tools  may  provide  some  stability  to  the  banking  system 
by  reassuring  depositors  that  there  exists  a  means  for 
achieving  an  orderly  transition  of  the  ownership  of  a 
troubled  institution. 

If  these  tools  do  have  to  be  used,  I  believe  that  they  would 
help  minimize  the  disruption  to  the  community,  any  loss 
in  public  confidence,  and  the  cost  to  the  FDIC  insurance 
fund  involved  in  resolving  a  weakened  bank’s  problems. 
I  therefore  urge  the  Congress  to  give  H.R.  4701  immedi¬ 
ate  consideration. 


Remarks  by  Robert  L.  Clarke,  Comptroller  of  the  Currency,  before  the  Boston 
Economic  Club,  Boston,  Massachusetts,  May  14,  1986 

“Foward  Into  Reverse:  Is  This  Where  Banking  Is  Headed?” 


When  he  was  a  student  at  Harvard,  Robert  Benchley  — 
the  famous  humorist  and  writer  for  The  New  Yorker  — 
took  a  course  in  international  law.  The  final  examination 
confronted  him  with  this  question:  “Discuss  the  arbitra¬ 
tion  of  the  international  fisheries  problem  with  respect  to 
hatcheries  protocol  and  dragnet  and  trawl  procedure  as 
it  affects  (A)  the  point  of  view  of  the  United  States  and 
(B)  the  point  of  view  of  Great  Britain." 

Benchley  —  who  had  not  studied  —  was  desperate.  He 
began  his  answer  this  way:  “I  know  nothing  about  the 
point  of  view  of  Great  Britain  in  the  arbitration  of  the 
international  fisheries  problem,  and  nothing  about  the 
point  of  view  of  the  United  States.  Therefore,  I  shall  dis¬ 
cuss  the  question  from  the  point  of  view  of  the  fish.” 

As  leaders  in  the  Boston  business  community,  all  of  you 
are  familiar  with  the  dramatic  change  that  has  happened 
in  the  financial  services  world  over  the  last  several  years 
—  change  that  promises  to  continue  for  many  years  to 
come.  Some  of  you  are  familiar  with  the  banking  indus¬ 
try’s  perspective  on  this  change,  which  involves  deregu¬ 
lation,  increased  competition,  and  quickly-evolving  tech¬ 
nology.  And  some  of  you  are  familiar  with  the  point-of-view 
of  other  financial  service  providers. 

Today,  I  would  like  to  discuss  this  change  from  a  perspec¬ 
tive  you  may  not  have  considered  —  that  of  a  federal  offi¬ 
cial  charged  with  maintaining  the  vitality  of  an  important 
part  of  the  financial  services  world:  the  nation’s  5,000 
national  banks.  These  banks  hold  more  than  two-thirds 
of  the  assets  in  our  nation’s  banking  system.  They  range 
in  size  from  most  of  the  nation’s  major  banks  to  hundreds 
of  community-oriented  banks  throughout  the  country. 

Recently,  I  happened  across,  what  seemed  to  me,  a  strik¬ 
ing  parallel  between  what  has  been  happening  to  the 


banking  system  and  the  plot  of  the  bestselling  novel, 
Thinner,  by  the  master  of  horror,  Stephen  King.  The  plot 
of  the  novel  is  simple.  The  lead  character  is  placed  under 
a  curse.  Every  day  he  loses  weight,  and  with  it,  strength. 
The  novel  is  the  story  of  how  he  tracks  down  the  man 
who  put  the  curse  on  him  —  and  how  he  convinces  him 
to  lift  it. 

No  matter  what  size  they  are  —  or  where  they  are  locat¬ 
ed  —  the  banks  in  this  country  supervised  by  the  Office 
of  the  Comptroller  of  the  Currency  are  likely  to  share  one 
major  problem:  They  are  trapped  in  an  industry  that  is 
becoming  less  and  less  profitable  with  each  passing  year 
—  both  in  an  absolute  sense  and  relative  to  the  risks 
banks  assume.  As  a  result,  the  system  is  losing  strength. 
The  bank  charter  —  once  valued  as  a  competitive  fran¬ 
chise  —  has  become  something  of  a  curse  because  it 
restricts  institutions  that  seek  more  profitable  business. 
How  significant  is  the  decline? 

Although  the  majority  of  the  banking  industry  continues 
to  generate  adequate  earnings  today,  a  growing  minority 
of  commercial  banks  have  earnings  that  can  only  be 
characterized  as  poor.  Furthermore,  the  trend  of  lower 
profitability  is  evident  at  banks  of  all  sizes.  Even  those 
banks  that  now  have  adequate  earnings  have,  as  a  group, 
seen  their  profitability  slide.  Banking  profitability  is  at  the 
lowest  level  in  20  years. 

Now  what  does  ''profitability''  mean7  Take  the  most  popu¬ 
lar  indicator,  return  on  assets.  This  measure  is  net  income 
divided  by  average  assets.  But  what  that  really  means, 
over  time,  as  I  am  sure  all  of  you  know,  is  efficiency.  Return 
on  assets  measures  the  efficiency  of  the  company.  Is  it 
sufficient  to  maintain  growth  and  to  keep  stockholders 
happy? 
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We  have  seen  this  measure  of  efficiency  decline  drasti¬ 
cally  since  1979.  There  are  two  kinds  of  statistics.  Those 
we  look  up.  And  those  we  make  up.  If  we  looked  up  the 
profitability  statistics  for  banking,  what  would  we  find? 

The  average  return  on  assets  for  the  4,200  national  banks 
with  assets  of  less  than  $300  million  declined  in  1985  for 
the  sixth  consecutive  year.  These  are  community  banks 
with  national  charters.  They  represent  85  percent  of  the 
banks  the  OCC  supervises.  In  1980,  the  average  ROA 
for  these  smaller  banks  was  1.13.  In  1985,  it  was  0.53.  The 
median  ROA  for  this  group  also  fell,  demonstrating  the 
scope  of  the  earnings  pressure.  This  decline  in  the  aver¬ 
age  ROA  was  not  merely  the  consequence  of  a  few  banks 
doing  very  poorly.  Almost  40  percent  of  national  banks 
with  assets  of  less  than  $25  million  lost  money  in  1985. 
Furthermore,  in  recent  years  the  percentage  of  banks  with 
high  earnings  —  a  return  on  assets  of  in  excess  of  1.5 
percent  —  has  fallen.  In  1980,  21.6  percent  of  all  nation¬ 
al  banks  had  a  ROA  of  more  than  1.5  percent.  In  1985, 
only  13.4  percent  of  national  banks  had  high  earnings. 
In  1980,  the  average  ROA  for  all  national  banks  was  1.08. 
Last  year  it  was  0.45. 

The  largest  banks,  taken  as  a  group,  have  experienced 
flat  earnings  for  the  past  six  years.  Several  banks  have 
endured  sizable  losses.  At  many  of  the  large  banks,  linger¬ 
ing  loan  problems  will  continue  to  place  downward  pres¬ 
sure  on  the  profitability  of  their  loan  portfolios. 

While  it  is  true  that  many  regional  and  multinational  banks 
have  recently  reported  rising  profits  in  the  first  quarter, 
much  of  the  surge  in  income  is  the  result  of  capital  gains 
on  government  bond  portfolios,  bond  trading  profits,  for¬ 
eign  exchange  dealings,  asset  sales  and  service  fees.  In 
other  words,  this  income  came  from  sideshows  to  tradi¬ 
tional  banking.  As  the  Wall  Street  Journal  reported  on  the 
first  quarter  results:  “Loan  growth  continued  flat  in  the 
first  quarter,  profitability  in  big-time  corporate  lending 
remained  dismal  and  loan  losses  rose  sharply.’’ 

I  do  not  wish  to  convey  the  impression  that  a  large  num¬ 
ber  of  commercial  banks  are  in  financial  difficulty  at 
present.  The  number  of  banks,  however,  that  are  not 
generating  adequate  earnings  is  growing,  as  is  the  severi¬ 
ty  of  their  earnings  problem.  Their  problems  —  I  believe 
—  reflect  an  underlying  structural  problem  in  the  system. 
Banks  are  not  in  business  to  make  loans.  Banks  are  in 
business  to  make  money.  If  they  make  money  by  making 
loans,  fine.  If  they  don’t,  they  have  to  find  a  way  to  make 
money  by  doing  something  else. 

If  you  look  at  banking  from  this  perspective  —  as  a  busi¬ 
ness  rather  than  an  institution  —  there  is  no  question  that 
across  the  board  —  banking  —  like  the  Stephen  King 
character  —  is  getting  THINNER.  We  don't  have  to  be 
prophets  to  see  where  this  trend  will  lead,  if  it  is  allowed 


to  continue.  Clearly,  the  decline  in  bank  profitability  could 
be  the  root  of  a  considerable  problem  in  the  future. 

First  of  all,  those  institutions  with  alternative  routes  to 
profitability  and  growth  will  take  them.  Already,  the  busi¬ 
ness  press  has  reported  that  one  major,  and  highly 
respected,  bank  is  considering  giving  up  its  charter  to 
become  an  investment  banking  firm.  If  it  does  —  and  it 
is  successful  —  without  doubt  others  will  follow.  The  idea 
has  been  discussed  in  theory  for  years. 

On  the  other  hand,  what  will  become  of  those  institutions 
without  alternatives?  Not  too  many  years  ago  the  thrift  in¬ 
dustry  was  limited  to  housing  finance.  Inflation  skyrock¬ 
eted  and  —  lacking  flexiblity  to  move  into  other,  more 
profitable,  lines  of  business  —  thrift  institutions  bled. 
Hundreds  bled  to  death.  And  many  today  are  “living 
dead"  —  still  operating,  but  technically  insolvent.  The 
thrift  charter  also  became  a  curse.  It  seemed  to  have  its 
effect  practically  overnight. 

A  few  years  from  now,  I  would  hate  to  say  that  the  bank¬ 
ing  system  was  in  a  weaker  condition  when  I  left  the  Office 
of  the  Comptroller  of  the  Currency  than  when  I  entered 
it.  I  would  hate  to  say  it.  But  my  concern  is  that  I  may 
have  to  say  it  because  it  may  be  true.  As  a  bank  supervi¬ 
sor,  it  is  part  of  my  job  to  look  ahead.  Like  an  ancient 
prophet,  I  try  to  interpret  signs.  While  my  earlier  counter¬ 
parts  used  the  bones  of  animals  and  such  devices,  I  have 
the  advantage  of  statistics. 

About  two  thousand  years  ago,  the  city  fathers  of  the 
Roman  town  of  Pompeii  decided  to  ignore  the  Sybils  from 
the  local  temple  when  they  warned  of  imminent  disaster 
and  urged  that  the  town  be  evacuated.  The  citizens  of 
Pompeii  were  rationalists  and  reckoned  that,  with  busi¬ 
ness  just  recovering  from  an  earthquake  a  few  years 
before,  the  last  thing  they  needed  was  a  scare  story.  The 
Sybils,  however,  followed  their  own  advice  and  left  town. 
They  were  the  only  survivors  when,  the  next  day,  Mount 
Vesuvius  erupted  and  buried  Pompeii  under  a  ten-foot 
layer  of  ash,  taking  thousands  of  people  to  their  death. 

As  a  bank  supervisor,  I  see  an  omen  —  tremors  in  the 
banking  system.  The  tremors  tell  me  that  things  are  not 
as  steady  and  stable  as  they  used  to  be.  At  this  point, 
they  don’t  indicate  an  eruption.  They  do,  however,  indi¬ 
cate  an  erosion.  And  that  erosion  is  of  concern  to  me. 

Twenty  years  ago,  banks  supplied  85.4  percent  of  the 
short  term  credit  needs  of  corporate  business.  Today, 
banking  supplies  only  about  68  percent.  Behind  this 
quantitative  decline  is  as  significant  a  qualitative  slide.  The 
best  loan  markets  of  banks  are  eroding. 

Top-quality  corporate  borrowers  are  —  for  purely  econom¬ 
ic  reasons  —  relying  increasingly  on  the  commercial 
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paper  market  for  their  borrowing.  Industry  representatives 
tell  us  that  few,  if  any,  companies  rated  higher  than  BBB 
are  significant  borrowers  from  commercial  banks.  Twenty 
years  ago,  the  major  banks  of  this  country,  for  the  most 
part,  defined  their  business  as  lending  to  the  carriage 
trade  of  the  business  world.  Today,  the  carriage  trade 
rides  on  the  street  —  Wall  Street.  As  a  result,  banks  must 
take  on  greater  risks  in  lending  to  other  borrowers:  bor¬ 
rowers  who  pose  greater  credit  risks  than  the  major  cor¬ 
porations  do. 

As  a  result,  the  quality  of  bank  loan  portfolios  —  and  bank 
earnings  —  has  declined.  What  about  the  smaller  banks 
—  those  with  assets  of  less  than  $300  million?  Here  again 
we  see  a  sharp  decline.  Their  returns  —  median  as  well 
as  average  —  indicate  that  national  banks  of  this  size  are 
having  problems  across  the  country.  We  are  quite  aware 
of  the  problems  in  the  Midwest  and  Southwest  in  agricul¬ 
ture  and  energy.  But  smaller  national  banks  in  other  parts 
of  the  country  are  also  experiencing  a  pervasive  decline 
in  asset  quality. 

One  respected  banking  industry  observer  recently  point¬ 
ed  out  that:  "Small  banks  are  being  victimized  by  the 
stubbornly  high  business  failure  rate  and  by  the  growing 
tendency  of  consumers  to  default  on  mortgages  and  on 
credit  card  loans.  To  be  sure,  not  all  small  banks  are  being 
affected.  But  a  sizable  proportion  of  banks  —  in  the  mid- 
Atlantic  region  and  in  the  Northeast  as  well  as  in  the 
Southwest  —  are  in  bigger  trouble  than  they  have  been 
for  years.  And  things  could  get  a  lot  worse  before  they 
get  better.” 

As  a  public  official  charged  with  ensuring  the  safety  and 
soundness  —  the  vitality  —  of  the  national  banking 
system,  I  am  concerned  about  these  trends  and  where 
they  may  lead  us.  As  members  of  the  public  —  you  should 
be  concerned,  too.  I  don’t  enjoy  playing  Cassandra. 
Cassandra,  you  know,  was  blessed  in  the  knowledge  of 
the  future,  but  was  cursed  by  no  one  believing  her.  Travel¬ 
ing  around  the  country  telling  people  the  bad  news  is  no 
fun.  I  would  much  rather  deliver  good  news.  But  I  don’t 
believe  —  and  I  know  you  don’t  either  —  that  it  is  reason¬ 
able  public  policy  to  let  a  major  industry  with  a  perva¬ 
sive  influence  throughout  the  economy  dry  up  slowly.  Yet, 
that  is  exactly  what  the  present  policy  toward  banking  is 
doing. 

How  should  that  policy  be  changed?  Your  experience 
here  in  Boston  is  a  perfect  model.  Not  just  once,  but  twice 
in  the  last  generation  Massachusetts  rebounded  from 
what  seemed  overwhelmingly  negative  circumstances. 
At  the  end  of  the  Second  World  War,  the  industries  here 
were  obsolescent.  Yet  the  economy  survived  by  evolving 
into  a  preeminent  state  in  electronics  and  industry  based 
on  imaginative  scientific  research.  By  the  early  1970s,  you 


faced  another  time  of  troubles.  Demand  from  the  space 
and  defense  sectors  for  sophisticated  electronics  fell.  By 
1977,  unemployment  in  Massachusetts  had  reached  13 
percent.  But  once  again,  you  recovered,  through  a  turn 
toward  diversified  high-tech  and  toward  high-grade  ser¬ 
vices  such  as  finance,  law  and  consulting.  It  is  an  old  story 
in  Boston  —  from  farming  to  fishing  to  the  West  Indian 
trade  to  the  China  trade  to  industry,  education,  adminis¬ 
tration  and  electronics  —  Boston  changed  with  chang¬ 
ing  times,  building  a  strong,  diversified  economic  base. 

To  regain  its  strength,  banking,  too,  must  diversify  —  it 
must  enter  new  lines  of  business  that  are  more  profitable 
than  its  traditional  business.  This  is  not  a  radical  concept. 
It  is  what  businesses  have  always  done  when  faced  with 
the  problems  banks  face  today.  We  need  to  look  no 
further  than  across  town  for  a  sterling  example  of  diversi¬ 
fication  in  the  financial  services  world:  the  John  Hancock 
Mutual  Life  Insurance  Company.  For  more  than  a  century, 
John  Hancock  sold  life  and  health  insurance,  and  did 
very  well.  But  over  the  last  several  years,  the  company 
has  diversified  into  mutual  funds,  stock  brokerage,  tax 
shelters,  realty  services,  pension  fund  management,  leas¬ 
ing,  financial  planning,  and  just  recently,  consumer  bank¬ 
ing  services,  with  access  to  an  automated  teller  machine 
network  with  some  5,000  outlets  across  the  country. 

John  Hancock  can  solve  its  long-term  profitability  problem 
by  diversification  —  by  entering  other  businesses  that 
promise  higher  returns.  It  can  even  add  banking  services 
that  bring  with  them  a  nationwide,  electronic  delivery 
system.  On  the  other  hand,  banks  can  look  at  diversifi¬ 
cation  as  the  answer  to  their  profitability  problem  —  but 
they  can  do  little  more  than  look.  As  I  see  it,  diversifica¬ 
tion  into  new  lines  of  business  is  the  only  answer  to  bank¬ 
ing's  profitability  problem. 

Upon  examination,  we  will  find  that  there  are  few,  if  any, 
lines  of  business  that  add  to  the  risks  banks  already 
assume  —  and  many  would  considerably  balance  those 
traditional  risks.  Therefore,  I’ve  recommended  to 
Congress  that  the  separation  between  commercial  banks 
and  investment  banks  created  in  the  1930s  be  eased. 

Without  diversification,  shrinking  profitability  promises  to 
grow  from  a  nagging  concern  into  the  major  problem  of 
the  banking  system  by  the  end  of  the  decade. 

Today  we  began  with  a  story  about  Robert  Benchley’s 
answer  to  the  final  examination  in  his  international  law 
course.  Unfortunately,  Benchley  flunked  the  course  and 
did  not  graduate  with  his  class  at  Harvard.  He  had  a  crea¬ 
tive  and  innovative  answer  to  the  problem  he  was  pre¬ 
sented  —  but  it  wasn’t  the  right  answer.  In  the  long  run, 
it  didn’t  matter.  He  found  far  more  success,  wealth  and 
fame  from  the  use  of  his  imagination  than  a  brilliant 
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Knowledge  of  legal  technicalities  in  fishing  rights  would 
have  brought  him 

The  right  answer  to  the  problem  of  declining  profitability 


in  banking  will  require  creativity  and  innovation.  We  know 
what  that  answer  is.  We  know  how  to  keep  banking  from 
growing  thinner.  The  problem  must  be  faced,  because 
in  the  long  run  our  answer  to  it  will  matter  a  great  deal. 


Remarks  by  Robert  R.  Bench,  Deputy  Comptroller  of  the  Currency,  before  the 
Bank  and  Financial  Analysts  Association,  Washington,  D.C.,  May  21,  1986 


“U.S.  Banks  and  LDC  Debt:  An  Update" 

Introduction 

The  nature  and  magnitude  of  banks’  difficulties  in  lending 
to  less  developed  nations  remain  as  complex  as  when 
the  debt  crisis  emerged  3  years  ago.  This  does  not  mean 
that  no  progress  has  been  made  in  handling  international 
debt  problems.  In  fact,  the  collective  international  debt 
strategy  begun  during  1982  has  led  to  considerable 
progress  in  reducing  banks’  vulnerabilities  from  interna¬ 
tional  loans,  while  restoring  debtor  countries’  international 
reserves  and  overall  liquidity. 

As  of  December  31,  1985,  the  international  loans  in  U.S. 
banks  totaled  $312  billion  —  58  percent  of  those  loans 
are  held  by  the  nine  largest  U.S.  money  center  banks  and 
78  percent  is  held  by  our  24  largest  banking  institutions. 
About  one-third  of  the  loans,  $99  billion,  are  to  develop¬ 
ing  nations,  $81  billion  of  which  was  owed  by  Latin  Ameri¬ 
can  countries,  especially  Argentina  ($9  billion),  Brazil  ($24 
billion),  Mexico  ($24  billion)  and  Venezuela  ($10  billion). 

The  problems  of  international  debt  developed  over  a  long 
time  and  became  critical  because  of  a  confluence  of 
incorrect  policies,  not  the  least  of  which  perhaps  was  an 
over-reliance  by  debtor  countries  on  commercial  bank 
medium-term,  floating-rate  lending  as  the  principal  source 
of  external  capital.  Inherently,  it  will  take  some  time  to  solve 
these  problems.  The  debtor  countries  themselves  have 
to  adopt  growth-oriented,  long  term  economic  policies 
such  as  those  advocated  by  Secretary  Baker  in  his  call 
for  a  program  of  sustained  economic  growth.  Only  when 
debtor  countries  begin  adopting  these  policies  can  they 
expect  to  receive  appropriate  assistance  from  commer¬ 
cial  and  multilateral  financial  institutions  to  support 
adjustment.  However,  any  international  debt  strategy,  no 
matter  how  well  conceived,  will  have  to  contend  with  con¬ 
tinual  changes  in  the  global  economic  climate,  such  as 
volatile  energy  prices,  depressed  commodity  values, 
protectionism  and  interest  rate  levels. 


Origin  of  the  Problem 

The  global  economy  was  forced  to  absorb  oil  price 


increases  through  most  of  the  1970s.  The  quadrupling 
of  the  cost  of  the  fundamental  factor  of  production  in  our 
modern  world  caused  major  dislocations  in  the  U.S.  and 
especially  abroad.  The  sudden,  massive  financial  sur¬ 
pluses  accumulated  by  certain  members  of  OPEC  had 
to  be  intermediated  or  “recycled”  to  finance  the  impor¬ 
tation,  exploration,  production,  distribution,  substitution, 
and  conservation  of  energy  all  around  the  world.  Indeed, 
much  of  the  international  syndicated  lending  during  this 
period  was  probably  energy  related  in  some  fashion. 

That  rush  and  need  to  finance  led  to  a  liberal  international 
lending  environment.  There  was  overborrowing  gener¬ 
ally  because  funds  were  available  at  negative  real  interest 
rates.  Money  also  was  available  on  floating-rate  terms 
which  seemingly  protected  the  lenders  from  interest-rate 
risk,  albeit  by  passing  that  risk  on  to  some  borrowers  who 
ultimately  could  not  manage  it.  Inadequate  data  to  mo¬ 
nitor  the  volumes  and  nature  of  lending  was  an  addition¬ 
al  deficiency. 

However,  the  key  to  the  international  debt  problem  was 
the  inadequacy  of  domestic  policies  in  some  developing 
countries  during  this  period.  At  a  time  when  they  need¬ 
ed  to  promote  domestic  savings  and  inflows  of  foreign 
or  repatriated  investment  capital,  they  discouraged  it. 
They  operated  with  expansionary  fiscal  and  monetary 
policies,  price  and  interest  rate  controls,  and  overvalued 
exchange  rates.  This  lack  of  discipline  in  domestic  poli¬ 
cy  caused  budget  and  balance  of  payments  deficits 
which  primarily  could  only  be  financed  through  borrow¬ 
ings  from  foreign  banks  on  floating-rate  commercial 
terms. 

Finally,  when  tight  monetary  policies  in  the  U.S.  and  other 
industrial  countries  in  the  late  1970s  and  early  1980s 
caused  high  interest  rates  and  a  prolonged  global  reces¬ 
sion,  it  worsened  the  terms  of  trade  for  developing  coun¬ 
tries  and  depressed  their  foreign  exchange  earnings.  At 
the  same  time,  the  countries’  foreign  exchange  expenses 
soared  to  pay  their  suddenly  higher  interest  payments 
on  their  floating-rate  bank  debt.  Overall,  this  confluence 
of  events  plunged  many  developing  countries  into  illiquid 
situations  during  1982,  whereby  they  could  not  service 
their  bank  loans. 
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Progress  Since  1982 

In  the  face  of  the  problem  outlined  above,  an  international 
debt  strategy  was  put  together  to  deal  with  it.  There  has 
been  considerable  progress. 

The  rescheduling  and  new  lending  collectively  arranged 
by  creditor  and  debtor  governments,  as  well  as  by  mul¬ 
tilateral  and  commercial  lenders,  maintained  confidence 
in  the  international  financial  system.  During  this  period, 
the  IMF  lent  some  $34  billion  to  72  countries,  including 
$13  billion  to  Latin  America.  As  part  of  the  collective  effort, 
commercial  banks  have  rescheduled  about  $150  billion 
of  developing  country  debt  as  well  as  providing  some  $28 
billion  in  new  loans  to  certain  LDCs.  Overall,  these  col¬ 
lective  rescheduling  and  new  money  packages,  linked 
to  successful  adjustment  by  the  countries  themselves, 
have  enabled  many  debtor  countries  to  dramatically 
improve  their  exchange  rate  and  trade  positions;  restruc¬ 
ture  their  debt  maturities;  restore  their  liquidity;  service 
their  debt  in  a  reasonable  manner;  and  provide  an 
essential  foundation  for  growth. 

In  addition,  U.S.  banks  have  strengthened  their  own 
balance  sheets  since  the  outbreak  of  the  crisis.  The  top 
24  U.S.  banking  institutions  increased  their  average 
primary  capital/asset  ratio  some  200  basis  points,  to 
almost  7  percent  in  1985  from  less  than  5  percent  in  1982. 
They  also  increased  their  loan  reserves  as  a  percent  of 
total  loans  from  1.10  percent  to  1.6  percent.  During  this 
period,  U.S.  institutions  reduced  their  international  lend¬ 
ing  $47  billion,  from  a  high  of  $359  billion  in  1983  to  the 
$312  billion  last  December.  Since  1982,  the  24  largest 
institutions  decreased  their  international  lending  $31  bil¬ 
lion  while  increasing  their  primary  capital  by  over  $29  bil¬ 
lion.  In  terms  of  Latin  America,  the  9  largest  U.S.  banks 
decreased  their  exposure  as  a  percent  of  capital  from 
177  percent  to  105  percent,  while  the  next  15  largest 
banks  decreased  their  Latin  exposure  from  124  percent 
to  66  percent. 

Finally,  from  1982  to  1986,  policies  in  the  industrial 
countries  have  succeeded  in  dramatically  lowering  in¬ 
terest  and  inflation  rates.  A  compatibility  of  policies 
recently  is  leading  to  better  alignment  of  exchange  values 
and  rates  of  economic  growth.  All  of  this  has  provided 
the  developing  countries  with  a  more  reasonable  global 
economic  environment  in  which  to  service  their  debt  and 
proceed  with  their  own  policies  for  sustained  growth.  As 
the  Treasury  Department  has  emphasized: 

•  Estimated  industrial  country  growth  will  be 
approximately  one  percent  higher  than  projected 
at  the  end  of  1985,  and  inflation  will  be  about  two 
percent  lower.  The  Treasury  estimates  that  in  1986, 
this  will  add  nearly  $5  billion  to  developing 


nations’  non-oil  exports  and  reduce  their  non-oil 
import  costs  by  approximately  $4  billion;  and, 

•  The  sharp  decline  in  interest  rates  —  nearly  3 
percent  since  early  1985  —  will  reduce  annual 
debt  service  payments  for  all  LDCs  by  about  $12 
billion,  freeing  up  these  resources  for  productive 
use  elsewhere  in  the  debtors’  economies.  For  the 
major  debtors  alone,  the  savings  will  be  nearly  $8 
billion,  or  20  percent  of  their  annual  interest  pay¬ 
ments  on  outstanding  debt.  The  Treasury  believes 
that  if  one  compares  current  6-month  LIBOR  rates 
to  the  average  for  1984,  and  focus  on  debt  owed 
to  commercial  banks,  the  savings  are  even  more 
dramatic,  a  decline  of  nearly  5  percent  and  45 
percent  savings  in  annual  interest  payments. 

Continuing  Problems 

However,  despite  the  progress  since  1982,  much  more 
needs  to  be  done  to  solve  the  debt  problem. 

Some  debtor  countries  need  to  continue  to  reduce  their 
high  rates  of  inflation  and  budget  deficits,  better  align  their 
exchange  rates,  and  promote  domestic  savings  and 
investment  in  order  to  stem  the  fundamental  problems 
of  capital  flight  and  an  over-reliance  on  bank  lending.  Until 
certain  debtor  countries  implement  credible  policies 
which  provide  their  own  citizens  with  confidence  to  hold 
their  capital  in  their  country,  additional  and  alternative 
flows  of  foreign  capital  will  be  difficult  to  arrange. 

In  the  industrial  countries,  economic  growth  converges, 
albeit  at  a  combined  lower  rate  of  3  to  3V2  percent,  while 
protectionist  pressures  continue  to  threaten  LDC  export 
markets.  Lower  growth  translates,  to  a  degree,  into,  lower 
prices  the  debtor  countries  receive  for  their  exports. 

Commercial  bank  lenders  need  to  continually  balance 
their  macro  and  micro  prudential  objectives.  As  men¬ 
tioned  earlier,  U.S.  banks  considerably  reduced  their  vul¬ 
nerability  to  the  debt  problems  since  1982.  On  the  other 
hand,  it  seems  in  the  best  macro-prudential  interests  of 
the  banks  to  ensure  enough  net  new  bank  financing  is 
available  to  assist  debtor  countries  in  adjustment  and  to 
support  the  stability  of  the  international  banking  system. 
As  we  stated  in  1983,  and  have  observed  since,  such  new 
lending  may  help  improve  the  quality  of  outstanding 
exposure.  Of  course,  it  is  up  to  the  bankers  themselves, 
as  professional  lenders,  to  make  these  decisions.  These 
might  even  include  certain  concessions  or  gestures,  in 
the  short  term  and  under  appropriate  circumstances,  in 
order  to  satisfy  their  longer-term  perspectives 

The  international  debt  situation  has  become  especially 
confused  recently  by  the  fall  in  oil  prices.  There  are 
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benefits  to  some  LDCs  from  lower  prices.  The  Treasury 
estimates  oil-importing  LDCs  will  save  $14  billion.  Salo¬ 
mon  Brothers  and  American  Express  estimate  Brazil  and 
Korea  could  reduce  import  costs  some  $6  billion,  about 
one-sixth  of  what  they  owe  U  S.  banks.  In  adddition  to 
reduced  oil  import  costs,  many  countries  will  benefit 
internally  from  the  faster  growth  and  lower  inflation  that 
lower  energy  prices  should  promote. 

On  the  other  hand,  the  plunge  in  oil  prices  suddenly 
focuses  attention  on  those  debtor  countries  reliant  on  oil 
revenues  for  debt  service.  Both  Salomon  Brothers  and 
American  Express  perceive  that  a  drop  from  $27  to  $15 
per  barrel  will  depress  oil  export  revenues  of  the  11  major 
oil  producing  LDCs  by  over  $25  billion,  about  $16  billion 
of  which  would  represent  lost  revenues  to  Mexico,  Nigeria, 
and  Venezuela.  U.S.  banks  lend  the  11  countries  $46  bil¬ 
lion,  including  $36  billion  to  Mexico,  Nigeria  and 
Venezuela. 

While  it  is  difficult  to  make  precise  estimates  out  of  the 
pronounced  uncertainty  of  oil  prices,  clearly  the  reduced 
revenues  of  indebted  oil-exporters  means  these  countries 
are  less  able  to  service  their  debt  and  may  mean  they 
will  have  to  take  additional  macro-economic  and  struc¬ 
tural  reforms,  perhaps  with  the  assistance  of  the  IMF  and 
the  World  Bank. 

Resolving  the  international  debt  crisis  must  be  done  in 
a  way  which  is  not  indifferent  to  the  political  dimension 
of  the  problem.  Austere  adjustment  measures  have 
caused  unemployment,  lower  standards  of  living,  and 
overall  social  tensions  in  some  countries.  Many  debtor 
countries  generally  have  been  net  exporters  of  capital  in 
recent  years  which  is  politically  unsustainable  over  the 
long  term  and  fuels  radical  proposals  for  debt  reform, 
such  as  Cubas  call  for  widespread  debt  repudiation  or 
Peru  s  unilaterally  imposed  ceiling  on  debt  service.  A 
more  recent  concern  has  been  the  apparent  use  in  a  few 
debtor  countries  of  the  IMF  as  a  political  scapegoat  for 
policy  reform  or  policy  development  outside  of  the  frame¬ 


work  of  the  international  institutions.  It  is  a  concern 
because  these  institutions  serve  as  essential  catalysts  for 
needed  reschedulings  and  additional  financing  from 
creditor  governments  and  banks. 

Finally,  since  1982  several  debtor  countries  have 
established  new  constitutional  democracies  or  have 
strengthened  their  democratic  governance.  Either  case 
has  introduced  more  legitimate  parties-at-interest  into  the 
management  and  negotiation  of  external  debt,  thus 
complicating  and  extending  the  processes  of  adjustment 
and  debt  negotiation. 


The  Baker  Initiative  Reinforces  and  Enhances 
Progress 

In  view  of  the  progress  made  since  1982  as  well  as  the 
remaining  problems,  Secretary  Baker  has  outlined  a  set 
of  initiatives  to  strengthen  the  international  debt  strategy. 
They  emphasize  the  countries  themselves  instituting  poli¬ 
cies  which  promote  sustained  growth  through  increased 
savings  and  investment,  supported  by  enhanced  flows 
of  financial  assistance,  on  a  case-by-case  basis,  from  the 
international  financial  organizations  and  the  internation¬ 
al  banking  community.  The  secretary’s  initiatives  have 
received  broad  public  support  from  international  organi¬ 
zations  and  creditor  governments.  Creditor  banking 
associations  also  have  pledged  their  support. 

We  also  support  these  proposals  for  a  collective, 
co-responsible  resolution  of  debtor  countries  financing 
problems,  including  collective,  modest  additional  lend- 
mg  by  U.S.  banks.  The  design  of  the  initiatives  to  promote 
more  multilateral  lending,  domestic  savings,  and  private 
investment  also  should  provide  a  more  balanced  blend 
of  capital  available  for  these  countries  to  grow.  Overall, 
we  believe  the  developing  countries  will  continue  to  work 
diligently  with  their  financial  institutions  to  maintain  orderly 
debt  service.  Granted,  this  will  take  time,  and  there  always 
are  some  uncertain  prospects,  as  well  as  latent  risks. 


P®™r„k.s  by  ^ert  L  Clarke,  Comptroller  of  the  Currency,  before  the  Annual 
June  2 *1986f  ^  Pennsylvania  Bankers  Association,  Washington,  D.C., 


Its  my  pleasure  to  welcome  you  to  Washington,  D.C., 
where,  by  one  estimate,  1  out  of  every  25  residents  is  a 
lawyer  Some  people  say  that  if  all  the  lawyers  in  Washing¬ 
ton  were  to  get  together,  they  could  take  over  the  coun¬ 
try  Others  say  that  they  already  have.  Here  in  Washing- 
as  everywhere  -  lawyers  have  long  been  the 
target  of  humor  What  do  lawyers  and  dishwashers  have 
in  common'?  If  the  first  one  had  never  come  along,  no 
one  would  notice  the  void.  A  small  town  that  can’t  sup¬ 


port  one  lawyer  can  always  support  two.  There  are  two 
kinds  of  lawyers:  those  that  know  the  law  and  those  that 
know  the  judge.  Lawyers  earn  a  living  by  a  sweat  of  their 
browbeating.  As  you  know,  I  spent  18  years  as  a  practic¬ 
ing  attorney  myself.  In  those  years,  I  saw  many  people 
entangled  in  legal  proceedings.  I’ve  witnessed  how  frus¬ 
trating  that  can  be.  And  so  I  understand  why  people  can 
turn  their  frustration  against  the  legal  profession  itself  — 
frustration  that  often  expresses  itself  as  humor. 
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Its  a  fact  that  legal  proceedings  are  not  fun.  They  are  not 
supposed  to  be.  The  law  was  never  intended  to  be  the 
sole  means  to  settle  disputes.  Courts  of  law  were 
designed  to  settle  disputes  when  all  other  means  fail. 
They  are  a  last  resort.  And  last  resorts  are  never  pleasant 
but  they  are  necessary.  In  the  same  way,  bank  supervi¬ 
sion  was  never  intended  to  be  the  sole  means  of  prevent¬ 
ing  the  type  of  abuses  that  cause  many  banks  to  fail  — 
and  cause  stockholders  and  depositors  to  lose  money. 
The  first  line  of  defense  against  these  abuses  should  be 
executive  management.  The  second  line  should  be  the 
bank’s  board  of  directors.  Bank  supervisors  should  step 
in  and  take  action  only  when  management  and  directors 
are  unable  —  or  unwilling  —  to  keep  their  own  house  in 
order,  just  as  courts  of  law  are  intended  to  review  a  dis¬ 
pute  only  when  the  parties  to  the  dispute  are  unable  — 
or  unwilling  —  to  settle  it  on  their  own. 

Over  the  years,  federal  bank  supervisors  have  tried  to 
reinforce  the  notion  that  bank  directors  have  an  active 
and  direct  responsibility  for  the  well-being  of  their  institu¬ 
tions.  From  the  recent  reaction  to  these  efforts,  one  would 
think  that  federal  supervisors  have  tried  to  make  bank 
directors  responsible  for  all  the  sins  of  the  world.  That  is 
simply  not  the  case.  Today  I  will  not  rehash  horror  stories 
about  directors’  liability.  The  press  has  done  an  ample 
job  of  reporting  on  developments  in  that  area.  Nor  would 
it  be  productive  for  me  to  merely  relate  the  federal 
supervisors’  point  of  view  on  the  issue.  Rather,  I  want  to 
put  that  point  of  view  —  and  the  director’s  responsibility 
to  exercise  reasonable  care  —  into  a  perspective  wider 
than  “us  against  them."  A  wider  perspective  will  spark 
new  thinking  —  new  questions  and  new  cooperation  — 
on  the  part  of  supervisors,  directors  and  bankers.  Ulti¬ 
mately,  a  wider  perspective  will  lead  to  a  new  apprecia¬ 
tion  of  the  bank  director’s  role. 

To  achieve  a  wider  perspective,  it  is  necessary  to  reverse 
several  widely  held  misconceptions.  The  first  is  that  fed¬ 
eral  supervisors  are  taking  legal  proceedings  against 
bank  directors  to  teach  them  a  lesson  or  to  send  mes¬ 
sages  indirectly  to  the  industry.  For  example,  some  peo¬ 
ple  say  that  the  Federal  Deposit  Insurance  Corporation 
has  increased  the  number  of  suits  against  directors  of 
failed  banks  for  one  of  those  two  ulterior  motives.  There 
is  no  ulterior  motive  when  the  FDIC  brings  such  a  suit. 
The  agency’s  duty  as  a  receiver  prompts  those  actions. 
In  the  case  of  every  failed  bank,  the  FDIC  conducts  an 
investigation.  There  is  no  presumption  of  director  liability 
in  these  investigations  although  director  liability  may  be¬ 
come  apparent  from  them.  Before  a  director  suit  takes 
place,  the  case  must  go  through  many  levels  of  detailed 
review  within  the  agency.  This  process  of  investigation  and 
review  takes  a  year  or  longer.  Furthermore,  on  any  suit, 
there  must  be  a  truly  viable  claim  against  the  director. 
The  FDIC  recognizes  that  its  case  must  be  able  to  with¬ 
stand  judicial  review. 


The  second  misconception  is  that  there  has  been  an  ex¬ 
plosion  in  the  number  of  actions  against  directors.  In  the 
example  of  failed  bank  cases,  the  numbers  have  increased 
over  the  years  because  the  number  of  failed  banks  have 
increased  over  the  years.  But  the  agency  doesn't  bring 
suit  in  the  case  of  every  failed  bank.  A  figure  often  used 
is  that  the  agency  brings  suit  in  about  two-thirds  of  bank 
failures.  Historically,  that  figure  is  accurate.  But  it  describes 
all  those  years  when  there  were  only  a  handful  of  failures 
every  year  and  insider  abuse  was  the  overwhelming  fac¬ 
tor  in  the  failures  that  happened.  Over  the  last  2  years 
or  so,  local  market  conditions  beyond  anyone's  control 
have  played  an  increasing  role  in  bank  failures.  Federal 
supervisors  recognize  that.  And  the  FDIC  says  today  that, 
as  the  current  investigations  and  reviews  work  their  way 
through  the  agency,  we  can  realistically  expect  director 
suits  in  less  than  two-thirds  of  bank  failures. 

What  about  the  number  of  civil  money  penalties  against 
directors?  Last  year,  the  OCC  took  a  total  of  637  enforce¬ 
ment  actions  against  banks  and  individuals.  Less  than 
a  third  of  the  actions  —  202  as  a  matter  of  fact  —  resulted 
in  civil  money  penalties  basically  against  individuals.  Fur¬ 
thermore,  virtually  all  of  these  situations  were  resolved 
through  negotiations  between  the  bank  and  the  OCC. 
From  these  numbers  on  FDIC  and  OCC  actions,  we  can¬ 
not  conclude  that  the  Federal  supervisors  are  conduct¬ 
ing  a  campaign  to  persecute  bank  directors. 

The  third  misconception  is  a  belief  within  the  industry  that 
the  bank  supervisors’  expectations  concerning  director 
responsibilities  came  suddenly  out  of  the  blue.  We  did 
not  wake  up  one  morning  a  few  years  ago  and  say  to 
ourselves:  Wouldn’t  it  be  great  to  saddle  bank  directors 
with  some  responsibility  for  their  institutions? 

As  one  of  my  predecessors  wrote  to  Congress:  “The  duties 
of  the  board  of  directors  are  plainly  defined,  and  however 
innocent  they  may  be  of  any  intention  of  wrong,  they  are 
responsible  for  the  safety  of  funds  committed  to  their 
care.”  Of  the  directors  of  a  bank,  he  wrote,  each  has  “a 
personal  interest  in  its  prosperity  and  good  manage¬ 
ment.’’  My  immediate  predecessor,  Todd  Conover,  did  not 
write  those  words.  Nor  did  his  immediate  predecessor, 
John  Heimann.  They  were  written  by  John  Jay  Knox,  the 
fourth  Comptroller  of  the  Currency,  in  1881. 

From  that  time  until  well  after  the  turn  of  the  century, 
Comptrollers  again  and  again  stressed  that  they  expected 
directors  to  take  an  active  role  in  their  institutions  and  that 
the  OCC  would  consider  them  derelict  in  their  duty  if  they 
did  not.  Edward  S.  Lacey,  the  Comptroller  in  1891,  wrote 
that,  as  a  rule,  banks  prospered  “just  in  proportion  as 
their  directors  [were]  intelligent  and  faithful.”  Directors,  he 
wrote,  could  not  delegate  their  power  and  could  not  plead 
ignorance  when  losses  were  incurred  through  trans- 
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actions  not  allowed  by  the  National  Bank  Act.  This  view 
of  directors'  responsibilities  was  not  held  by  the  Comp¬ 
troller  alone.  The  president  of  the  Philadelphia  National 
Bank  at  this  time  insisted  that  his  board  remain  active  in 
the  supervision  of  the  bank’s  affairs.  In- one  of  his  public 
addresses  he  argued  '  A  bank  may  be  said  to  be  in  good 
condition  when  it  has  a  board  of  directors  who  are 
not  content  to  be  mere  figureheads,  but  who  understand 
their  business  and  remember  their  qualification  oaths: 
directors  .  who  believe  that  'nothing  is  good  enough 
that  can  be  made  better.’” 

In  1905,  Comptroller  William  Barret  Ridgely  placed  the 
ultimate  responsibility  for  bank  management  on  the  direc¬ 
tors  and  said  that  the  chief  executive  should  make  to  them 
full  and  complete  reports,  indicating  all  loans  and  impor¬ 
tant  transactions.  In  line  with  his  outlook,  a  change  in 
procedure  was  established  at  the  Comptroller’s  office.  The 
OCC  had  formerly  communicated  only  with  bank  officers. 
It  then  began  to  send  copies  of  any  letter  containing  se¬ 
vere  criticism  of  a  bank’s  administration  to  the  directors 
-  and  requested  a  formal  acknowledgment  of  receipt. 

Mark  Twain  once  said  that  history  never  repeats  itself,  but 
sometimes  it  rhymes.  At  times,  it  seems  to  me,  bank 
supervision  is  epic  poetry. 

Did  the  Comptrollers’  views  on  director  responsibilities 
in  the  past  prompt  legal  proceedings?  Of  course.  What 
doesn’t?  But  during  those  years,  the  courts  found  time 
after  time  that  bank  directors  had  a  legal  responsibility 
for  the  welfare  of  their  institutions. 

What  did  directors  do  at  the  turn  of  the  century  to  pro¬ 
tect  themselves  from  liability?  They  took  steps  like  that 
taken  by  the  Chicago  business  leader  James  B.  Forgan, 
who  in  1900  hired  for  the  board  of  First  National  Bank 
of  Chicago  an  auditor  who  was  officially  the  employee 
of  the  directors.  From  then  on,  the  books  of  the  bank  were 
audited  by  a  professional,  thereby  assisting  the  directors 
in  meeting  their  responsibilities. 

Were  the  earlier  Comptrollers  serious  about  director 
responsibility7  Were  they  ever.  In  a  famous  case  that  ulti¬ 
mately  ended  up  before  the  U.S.  Supreme  Court  in  1891, 
the  OCC  took  action  against  a  bank  director  named 
Spaulding  Mr.  Spaulding  should  have  known  better.  After 
all  as  a  former  member  of  Congress,  he  was  one  of  the 
authors  of  the  National  Bank  Act  —  the  law  that  created 
the  OCC 

As  we  have  seen,  the  supervisory  expectation  that  direc¬ 
tors  take  an  active  role  in  the  direction  of  their  institutions 
is  more  than  a  century  old.  Even  older  is  the  individual 
ability  of  a  director  for  a  bank's  lending  that  exceeded 
a  egal  limit,  although  at  times  the  director  could  avoid 
ability  by  dissenting  from  the  decision  publicly.  For 


example,  in  1791,  the  charter  of  the  First  Bank  of  the 
United  States  required  that  any  dissenting  director  had 
to  give  notice  to  the  President  of  the  United  States! 

We  see  that  director  responsibilities  did  not  come  sud¬ 
denly  out  of  the  blue.  Today,  however,  more  than  ever 
before  in  living  memory,  each  bank  director  needs  to  be 
aware  of  these  responsibilities  —  and  his  or  her  duties 
and  liabilities.  Why?  Ten  years  ago,  bank  directors  were 
chosen  primarily  for  their  credentials  —  after  all,  the  in¬ 
dustry  was  regulated  and  profits,  for  the  most  part,  were 
a  given.  Today,  in  a  more  competitive  financial  services 
industry,  banking  is  more  complex  —  and  directors  must 
bring  more  to  their  job  than  credentials  —  it’s  more  im¬ 
portant  than  ever  that  they  bring  independent  judgment. 

The  standards  the  federal  supervisors  use  have  not 
changed  —  but  the  industry  has.  The  fundamental 
responsibilities  of  a  bank  director  have  not  changed  — 
but  the  job  has  gotten  tougher.  Today,  the  director  must 
direct  —  or  take  the  responsibility  where  there  is  a  failure 
to  direct. 

The  best  way  that  directors  can  protect  themselves  is  by 
taking  an  active  interest  in  their  institution.  The  director 
who  knows  his  job  and  does  his  job  need  not  be  unduly 
concerned  about  his  liability.  The  director  has  a  duty:  (1) 
to  know  what  is  going  on  in  the  institution,  (2)  to  be  familiar 
with  the  laws  that  affect  the  institution,  (3)  to  ensure  that 
the  institution  has  policies  and  procedures  so  that  what 
happens  in  the  bank  can  be  tracked,  (4)  to  ensure  that 
the  bank  has  competent  senior  management  and  to 
supervise  that  management,  and  (5)  to  take  decisive 
action  when  necessary  to  prevent  and  correct  violations. 

What  should  a  director  be  on  guard  for?  One  example 
clearly  stands  out.  It  is  no  secret  that  insider  lending  is 
an  area  where  federal  supervisors  are  particularly  sensi¬ 
tive  and  where  directors  need  to  be  particularly  knowl¬ 
edgeable  and  diligent.  Insider  lending  is  still  one  of  the 
more  common  contributors  to  bank  failures. 

It  is  also  no  secret  that,  in  the  past,  directors  have  been 
chosen  by  executive  management,  and  not  the  other  way 
around.  As  a  result,  there  has  been  a  tendency  for  boards 
to  be  hesitant  in  questioning  the  management’s  decisions 
and  actions.  Today  —  for  their  own  protection  —  direc¬ 
tors  must  ask.  And  they  must  know  what  to  ask  —  rather 
than  relying  on  what  management  tells  them.  At  bottom, 
directors  must  learn  what  banking  is  about.  They  have 
a  very  important  financial  stake  in  their  own  education. 
Bank  directors  are  in  charge.  They  are  responsible  both 
statutorily  and  under  the  common  law  with  setting  the 
overall  policy  and  determining  the  direction  the  bank  will 
take.  They  must  evaluate  and  guide  the  bank's  perfor¬ 
mance.  While  the  daily  operations  may  be  delegated  to 
responsible  officers,  the  duty  to  supervise  an  officer  — 


whether  he  is  the  CEO  or  another  —  cannot  be  delegat¬ 
ed  to  regulators  or  anyone  else. 

It  would  be  an  ideal  world  where  federal  bank  supervi¬ 
sors  could  put  together  a  “Ten  Commandments”  for  bank 
directors  to  follow  to  protect  themselves.  Unfortunately, 
we  don’t  live  in  an  ideal  world.  Bank  supervision  is  an 
ongoing  process.  Bank  directors  will  always  have  to  use 
some  judgment.  Yet,  because  we  don’t  live  in  an  ideal 
world,  federal  bank  supervisors  have  long  recognized  that 
directors  are  neither  absolute  insurers  nor  guarantors  of 
their  institutions.  If  a  bank  director  uses  independent  judg¬ 
ment  and  acts  responsibly  to  meet  his  or  her  duties  — 
committing  time  and  energy  to  those  duties  —  bank 
supervisors  will  recognize  that  effort. 

In  this  regard,  one  of  the  best  things  directors  can  do 
is  to  read  the  communications  between  their  institutions 
and  bank  supervisors  and  question  management  on 
these  communications.  These  communications  are  often 
a  blueprint  of  problems  within  the  bank.  Some  bank  direc¬ 
tors  won’t  do  that.  And  because  they  won’t,  there  will  al¬ 
ways  be  a  need  for  recourse  to  legal  proceedings  or  a 
court  of  law  as  a  last  resort.  Bankers,  directors  and  bank 
supervisors  all  have  a  community  of  interest  in  keeping 
such  recourse  —  as  a  last  resort  —  to  a  minimum.  The 
only  way  to  keep  it  to  a  minimum  is  through  director  edu¬ 
cation.  There  are  many  simple  ways  for  a  bank  director 
to  educate  himself  or  herself.  Trade  associations  have 


developed  educational  material,  and  there  are  many 
publications  on  the  bank  director's  role.  The  OCC  has 
an  active  interest  in  promoting  director  education  For 
example,  OCC  is  now  revising  its  handbook  for  directors 

I  am  urging  you  today  to  write  to  me  with  any  sugges¬ 
tions  you  have  on  what  you  think  can  be  done  to  improve 
director  education.  If  you  are  a  director,  tell  me  what  you 
need.  Your  suggestions  and  recommendations  —  along 
with  those  of  other  directors  and  bankers,  lawyers  and 
experts  —  will  contribute  to  increasing  the  awareness  of 
all  bank  directors  as  to  what  is  expected  of  them  and  how 
to  satisfy  those  expectations. 

Looking  back,  we  find  that  director  responsibility  has  long 
been  basic  to  banking.  As  in  so  many  other  areas,  the 
time  has  come  to  return  to  basics  —  to  go  back  to  the 
future.  Going  back,  I  would  like  to  end  with  the  words  of 
the  thirteenth  Comptroller  of  the  Currency,  John  Skelton 
Williams,  who  in  1916  described  the  foundation  of  OCC 
supervision  when  he  said,  “This  Office  has  no  desire  to 
do  injustice  to  any  bank.  Its  single  aim  is  to  promote 
sound,  honorable,  and  safe  banking  and  to  use  the  pow¬ 
ers  for  which  the  law  has  conferred  upon  it  for  the  pro¬ 
tection  of  the  legitimate  banking  interest  of  the  country 
and  for  the  prevention  of  those  practices  which,  through¬ 
out  banking  history,  have  brought  injury  and  disaster  to 
innocent  depositors  and  to  the  business  communities 
where  bank  failures  have  occurred.’’ 


Statement  of  Robert  L.  Clarke,  Comptroller  of  the  Currency,  before  the  House 
Subcommittee  on  Financial  Institutions  Supervision,  Regulation  and  Insurance 
of  the  Committee  on  Banking,  Finance,  and  Urban  Affairs,  Washington,  D.C., 
June  4,  1986 


Mr.  Chairman  and  members  of  the  Subcommittee,  I 
welcome  this  opportunity  to  appear  before  you  to  discuss 
first,  proposed  legislation  concerning  bank  advertising 
and  disclosure  practices  intended  to  improve  consumer 
information;  and  second,  resource  constraints  facing  the 
Office  of  the  Comptroller  of  the  Currency. 

Bank  Advertising  and  Disclosure 

H.R.  2282,  the  “Truth  in  Savings”  bill,  attempts  to  achieve 
uniform  disclosure  of  the  interest  rates  and  fees  associ¬ 
ated  with  interest-bearing  deposit  accounts  offered  by 
depository  institutions  so  that  consumers  can  make  more 
meaningful  comparisons  among  such  accounts.  The 
OCC  fully  supports  this  goal.  We  believe,  however,  that 
current  federal  banking  agency  regulatory  initiatives  in 
this  area  may  make  “Truth  in  Savings”  legislation  un¬ 
necessary. 


Background 

The  removal  of  interest  rate  ceilings  on  time  and  savings 
accounts,  which  was  completed  earlier  this  year,  has 
resulted  in  an  abundance  of  creative  and  innovative  new 
deposit  accounts.  Consumers  have  clearly  benefited  from 
the  greater  choice  of  accounts  available  to  them  and  the 
opportunity  to  earn  market  rates  of  interest  on  their  sav¬ 
ings  deposits.  However,  the  variety  of  accounts  with  vary¬ 
ing  terms  and  conditions  has  understandably  caused 
some  customer  confusion. 

Most  depository  institutions  have  clearly  and  accurately 
explained  the  various  features  of  their  financial  products. 
Nonetheless,  it  may  be  difficult  for  consumers  to  com¬ 
pare  the  individual  features  of  similar  accounts  offered 
by  different  depository  institutions.  For  instance,  two  ac¬ 
counts  paying  the  same  simple  interest  rate  may  have 
different  yields  depending  on  the  frequency  of  com- 
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pounding  To  the  extent  that  consumers  are  confused, 
savings  dollars  may  not  flow  to  the  depository  institutions 
offering  the  best  rates  and  terms.  For  these  reasons,  we 
share  your  view  about  the  importance  of  uniform  and  ac¬ 
curate  disclosure  in  advertising. 

Existing  Rules  on  Bank  Advertising 

The  OCC  currently  has  no  express  rulemaking  authority 
regarding  advertising  of  deposit  accounts  by  national 
banks.  The  Federal  Reserve  Board  prescribes  rules  gov¬ 
erning  the  advertising  of  interest-bearing  deposits  by 
member  banks,  including  national  banks,  through  its 
authority  under  the  Federal  Reserve  Act  (12  U.S.C.  371b). 
The  OCC  actively  enforces  national  bank  compliance  with 
the  Federal  Reserve  Board’s  implementing  rule,  Regu¬ 
lation  0.  This  regulation  currently  requires  that: 

•  deposit  advertising  be  accurate  and  not  mis¬ 
leading; 

•  affirmative  disclosures  in  advertising  be  made 
regarding  the  payment  of  interest,  early  withdrawal 
penalties,  minimum  balance  requirements,  and 
minimum  periods  during  which  funds  must  remain 
on  deposit  to  earn  the  stated  rate  of  interest; 

•  interest  rates  be  stated  in  terms  of  the  annual  rate 
of  simple  interest;  and 

•  where  a  percentage  yield  achieved  by  compound¬ 
ing  interest  during  one  year  is  advertised,  the  an¬ 
nual  rate  of  simple  interest  be  stated  with  equal 
prominence,  together  with  a  reference  to  the  basis 
of  compounding. 

The  OCC  issued  Banking  Bulletins  in  1983  and  1984  to 
national  banks  emphasizing  the  importance  of  comply¬ 
ing  with  the  disclosure  requirements  of  Regulation  0.  In 
the  1983  Bulletin,  the  OCC  expressed  its  concern  that 
national  bank  advertising  for  new  ceilingless  accounts  not 
be  inaccurate  or  misleading.  We  reminded  banks  that  we 
would  closely  monitor  their  advertising  practices  to  en¬ 
sure  they  conform  to  Regulation  0  requirements. 

In  the  Bulletin  that  followed  in  1984,  the  OCC  emphasized 
the  importance  of  national  banks  disclosing  current 
schedules  of  fees  and  charges.  We  asked  national  banks 
to  review  their  policies  and  procedures  regarding  such 
disclosure  to  ensure  that  customers  were  receiving  ac¬ 
curate  and  helpful  information. 

Additionally,  in  a  1985  Banking  Circular  that  encouraged 
national  banks  to  consider  the  provision  of  basic  bank¬ 
ing  services,  the  OCC  also  recommended  that  national 
banks  provide  plain-English,  written  disclosure  of  all  fees, 
services  and  terms  of  the  basic  banking  services.” 


The  OCC  has  also  taken  the  initiative  to  increase  the 
required  disclosure  of  fees  and  service  charges  by 
proposing  an  amendment  to  12  CFR  Part  18.  This  pro¬ 
posed  change,  which  is  currently  under  consideration  by 
this  Office,  would  require  national  banks  to  disclose  to 
depositors,  among  other  things,  current  schedules  of  fees 
and  charges  and  their  funds  availability  policies. 

OCC  Position 

Because  of  the  constantly  changing  nature  of  the  finan¬ 
cial  products  offered  to  consumers,  we  believe  that  it  is 
important  that  the  regulatory  agencies  have  maximum 
flexibility  to  adjust  disclosure  requirements  in  response 
to  new  industry  practices.  Rigid  statutory  requirements, 
based  on  today’s  products,  may  not  serve  the  consumer 
when  applied  to  the  products  of  tomorrow.  We  would, 
therefore,  be  very  concerned  with  any  statute  that  man¬ 
dates  specific  language  and  formats  for  the  advertising 
of  deposit  accounts  or  that  specifies  how  products  should 
be  designed. 

The  Federal  Reserve  Board  is  currently  considering  re¬ 
visions  to  its  Regulation  Q  to  consolidate  and  simplify  the 
various  Board  interpretations,  policy  statements,  and  staff 
opinions  that  were  issued  over  the  past  few  years  in 
response  to  new  savings  instruments.  The  revisions  are 
intended  to  establish  advertising  standards  that  will  be 
flexible  enough  to  deal  generally  with  new  and  different 
savings  instruments,  while  not  being  so  cumbersome  as 
to  discourage  their  creation. 

The  OCC  has  commented  on  this  proposal  and  is  par¬ 
ticipating  in  an  interagency  working  group  organized  to 
scrutinize  federal  advertising  and  disclosure  policy  on 
bank  and  thrift  deposit  accounts.  We  have  encouraged 
the  Federal  Reserve  Board  to  adopt  revisions  to  its  cur¬ 
rent  rule  that  will  enhance  the  flow  of  useful  information 
to  consumers  regarding  the  terms  and  conditions  on 
deposit  accounts  and  will  guard  against  the  problems 
associated  with  excessive  and  overly  complicated  adver¬ 
tising  disclosure  requirements. 

Conclusion 

The  objective  of  H  R.  2282  is  commendable.  It  is  our  view, 
however,  that  federal  bank  regulators  already  possess 
adequate  authority  to  achieve  increased  and  uniform  dis¬ 
closure  in  the  advertising  of  interest-bearing  deposit  ac¬ 
counts  and  are  actively  working  towards  that  goal.  In  fact, 
federal  legislation  could  be  harmful  to  the  extent  that  it 
imposes  specific  disclosure  requirements  that  may  prove, 
over  the  long  term,  to  be  inappropriate,  rigid,  or  overly 
costly.  Bank  regulators  need  the  flexibility  to  respond  to 
the  creation  of  new  and  innovative  savings  instruments. 
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OCC  Resource  Constraints 

I  would  like  to  devote  the  remainder  of  my  statement,  as 
the  Subcommittee  requested,  to  the  OCC's  need  for  ad¬ 
ditional  resources.  Our  responsibilities  continue  to  grow 
as  conditions  in  the  banking  system  change.  However, 
it  is  becoming  increasingly  difficult  for  us  to  meet  those 
responsibilities.  One  reason  for  this  is  the  spending  res¬ 
trictions  imposed  by  the  Balanced  Budget  and  Emergen¬ 
cy  Deficit  Control  Act  of  1985,  better  known  as  Gramm- 
Rudman-Hollings.  Another  reason  is  our  need  to  enhance 
our  compensation  and  career  development  packages  in 
order  to  attract  and  retain  an  adequate  number  of  ex¬ 
perienced  and  competent  bank  examiners. 

At  your  request,  Mr.  Chairman,  a  letter  containing  our 
comments  on  an  amended  version  of  H  R.  3567,  which 
addresses  matters  related  to  the  resources  available  to 
the  federal  bank  regulatory  agencies,  is  being  prepared 
and  will  be  sent  to  the  Subcommittee.  Today,  rather  than 
discuss  the  specifics  of  the  proposed  legislation,  I  will 
present  my  overall  view  on  the  need  for  the  OCC  to  en¬ 
hance  its  supervisory  efforts,  to  retain  the  flexibility  to  direct 
its  supervisory  efforts  to  areas  of  greatest  need,  and  to 
build  up  its  highly  skilled  work  force. 

Challenges  Facing  Bank  Supervisors 

The  responsibilities  and  challenges  facing  bank  super¬ 
visors  have  increased  steadily  in  recent  years  due  to  a 
variety  of  factors. 

First,  the  number  of  national  banks  has  increased.  In 
1980,  there  were  4,000  national  banks  with  assets  that 
totaled  $1  trillion.  At  yearend  1985,  there  were  nearly 
5,000  national  banks  with  over  $1.6  trillion  in  assets. 

Second,  since  the  1960s,  the  financial  services  sector  has 
undergone  tremendous  change  that  has  made  the  bank¬ 
ing  business  more  complex  and  difficult.  A  system  of 
regulation  prescribing  the  kinds  of  deposit  accounts 
banks  could  offer  and  the  interest  rates  they  could  pay 
on  those  deposits  was  dismantled  in  the  early  1980s.  The 
competitive  pressures  facing  banks  have  intensified  as 
a  variety  of  financial  services  providers  are  making  in¬ 
roads  into  banks'  traditional  lines  of  business.  These 
changes  and  the  growing  complexity  and  technological 
sophistication  of  banking  have  increased  and  need  for 
more  sophisticated  approaches  to  bank  supervision. 

Third,  volatile  economic  conditions  have  buffeted  the 
banking  system.  Since  1980,  there  have  been  back-to- 
back  recessions,  severe  downturns  in  the  agricultural  and 
oil  and  gas  sectors,  a  sudden  shift  from  inflation  to  disin¬ 
flation,  difficulties  with  some  less-developed  countries 
repaying  their  heavy  debts,  and  a  variety  of  other 
problems. 


Last  year,  118  commercial  banks  failed,  the  most  in  any 
year  since  the  Great  Depression.  Thirty  of  the  118  were 
national  banks.  At  least  that  many  failures  are  expected 
m  1986.  Through  May  30  of  this  year,  50  commercial 
banks  had  failed,  of  which  21  were  national  banks. 

The  pressures  on  the  industry  are  even  more  apparent 
from  the  number  of  banks  experiencing  financial  difficulty 
In  1980,  257  national  banks  were  receiving  special  super¬ 
visory  attention  (/.&,  had  CAMEL  ratings  of  3,  4.  or  5) 
Since  then,  the  number  of  national  banks  requiring 
special  supervisory  attention  has  increased  fourfold  to 
over  1,100  banks. 

The  increased  number  of  national  banks,  the  more  com¬ 
plex  nature  of  the  business  of  banking,  and  the  financial 
difficulties  being  experienced  by  national  banks  have  sig¬ 
nificantly  increased  the  demands  on  the  OCC  at  a  time 
when  our  resources  have  actually  declined.  Since  1980. 
the  number  of  full-time  equivalent  employees  at  the  OCC 
has  declined  10  percent  to  2,900.  As  a  result,  the  OCC 
has  been  forced  to  cut  back  on  the  number  of  annual 
on-site  bank  examinations. 

To  meet  these  greater  supervisory  demands  with  a 
smaller  examining  force,  the  OCC  has  had  to  increase 
its  reliance  on  remote  surveillance  of  bank  performance 
through  greater  use  of  computer  technology  and  off-site 
analysis.  The  OCC  has  also  had  to  limit  its  resource¬ 
intensive,  on-site  examinations  to  those  banks  that  present 
the  greatest  risks  to  the  safety  and  soundness  of  the  entire 
banking  system.  As  part  of  our  1986  supervisory  plan, 
for  instance,  we  decided  to  forego  on-site  examinations 
at  1,200  community  national  banks  that  had  been  iden¬ 
tified  through  off-site  analysis  as  posing  the  least  risk  to 
the  banking  system. 

Despite  our  best  efforts  to  supervise  the  national  bank¬ 
ing  system  with  fewer  examiners,  the  pressures  for  a  larger 
examination  staff  continue  to  mount.  The  Treasury  Depart¬ 
ment  recognizes  the  need  for  additional  personnel  and 
has  requested  150  additional  full-time  equivalent  em¬ 
ployees  for  the  OCC  in  FY  1987.  That  increase  was  pro¬ 
posed  in  the  President’s  1987  budget  and  demonstrates 
the  Administration’s  commitment  to  addressing  the  prob¬ 
lems  discussed  above. 

Gramm-Rudman-Hollings 

The  application  of  Gramm-Rudman-Hollings  to  the  OCC. 
however,  has  hindered  our  plan  to  expand  the  ranks  of 
our  examiners  and  has,  in  fact,  resulted  in  a  decline  in 
the  size  of  our  examination  force.  To  reduce  expenditures 
m  FY  1986  as  mandated  by  Gramm-Rudman-Hollings. 
the  Office  first  reduced  non-personnel  related  expendi¬ 
tures.  Those  cuts,  however,  enabled  the  OCC  to  achieve 
only  60  percent  of  the  mandated  reductions. 
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To  make  up  the  difference,  the  OCC  has  been  forced  to 
implement  a  hiring  freeze.  A  recent  analysis  of  the  staff 
reductions  that  will  result  from  our  hiring  freeze  indicates 
that  the  number  of  field  examiners  is  likely  to  decline  by 
approximately  275  during  FY  1986.  This  constitutes  12 
percent  of  our  field  examining  force.  In  Washington,  the 
freeze  is  expected  to  result  in  a  reduction  of  73  em¬ 
ployees,  or  11  percent  of  headquarters  staff  by  yearend. 

These  reductions  come  on  top  of  the  10  percent  decline 
in  staff  size  we  have  experienced  since  1980.  Currently, 
26  percent  of  the  positions  designated  to  be  filled  by  com¬ 
missioned  National  Bank  Examiners  (NBEs)  are  vacant. 
These  positions  are  necessarily  filled  internally  by  in¬ 
dividuals  who  have  achieved  a  demonstrated  level  of 
competence  through  training  provided  by  the  OCC.  If  the 
freeze  is  continued  and  we  cannot  add  new  assistant  ex¬ 
aminers,  our  ability  to  staff  these  commissioned  NBE  posi¬ 
tions  in  the  future  will  be  severely  limited.  This  shortage 
of  commissioned  examiners  will  be  most  troublesome  in 
the  Midwestern  and  Southwestern  Districts  where  there 
are  the  greatest  number  of  problem  banks. 

As  a  result  of  the  hiring  freeze  and  budget  cuts,  approxi¬ 
mately  700  community  national  banks,  or  14  percent  of 
the  national  banking  system,  may  not  receive  planned 
on-site  supervision  in  1986.  Of  these  700,  over  100  had 
been  identified  as  institutions  likely  to  suffer  a  financial 
deterioration.  These  reductions  are  in  addition  to  the 
previously  planned  elimination  of  on-site  visits  at  over 
1,200  community  banks.  Although  the  reductions  are 
being  managed  in  1986,  we  fear  that  the  consequences 
of  further  cutbacks  in  1987  and  beyond  could  cause  the 
OCC's  supervisory  efforts  to  be  less  than  prudent. 

Recognizing  the  importance  of  ensuring  that  the  OCC 
fulfill  its  supervisory  mission,  we  would  be  pleased  if  the 
Congress  reevaluated  the  applicability  of  the  automatic 
reductions  of  Gramm-Rudman-Hollings  to  the  bank  reg¬ 
ulatory  agencies  for  FY  1987  and  beyond.  Let  me  point 
out  that  such  legislation  would  not  remove  the  OCC  from 
its  current  oversight,  both  by  the  Treasury  Department, 
because  it  is  a  Treasury  bureau,  and  by  the  two  banking 
committees  of  the  Congress. 


Turnover 

An  additional,  longer  term  problem  is  posed  by  the  high 
rate  of  examiner  turnover  at  the  OCC.  Over  the  past  five 
/ears  we  have  had  an  average  annual  turnover  rate  which 
has  averaged  about  14  percent.  This  turnover  rate  has 
reduced  the  number  of  our  experienced  examiners,  and 
has  required  that  an  increasing  share  of  our  annual  ex¬ 
penditures  be  devoted  to  training  programs. 


The  OCC's  turnover  rate  is  particularly  costly  because 
of  the  investment  we  make  in  our  examination  staff.  Vir¬ 
tually  all  of  our  supervisory  talent  is  home-grown.  We  hire 
new  college  graduates,  and  following  approximately  five 
years  of  both  formal  and  on-the-job  training  costing  more 
than  $30,000  per  employee  in  addition  to  compensation, 
qualified  employees  are  commissioned  as  national  bank 
examiners.  Once  trained,  our  examiners  have  skills  that 
are  attractive  to  banks  and  to  supervisors  of  other  finan¬ 
cial  institutions. 

When  one  of  these  examiners  leaves  the  agency,  it  is  dif¬ 
ficult  to  find  a  comparably  skilled  replacement.  For  most 
supervisory  positions,  people  with  the  necessary  skills  are 
not  readily  available  outside  the  OCC.  OCC  recruitment 
efforts  are  also  hampered  because  the  earnings  poten¬ 
tial  of  trainees  may  be  as  much  as  10  to  30  percent  lower 
at  the  OCC  than  at  other  federal  regulatory  agencies  that 
oversee  financial  institutions. 

Moreover,  our  ability  to  retain  experienced  personnel  has 
been  hampered  by  an  increasingly  wider  gap  between 
our  pay  levels  and  those  of  the  banking  industry  and  the 
agencies  that  supervise  other  financial  institutions.  Great¬ 
er  flexibility  in  our  compensation  program  would  go  far 
toward  reducing  examiner  turnover  and  would  enhance 
the  attractiveness  of  a  professional  career  with  the  OCC. 


Conclusion 

The  Gramm-Rudman-Hollings  reductions  for  FY  1986  are 
currently  hindering  the  OCC's  efforts  to  achieve  fully  our 
supervisory  mandate  at  a  time  when  the  banking  system 
is  subject  to  significant  pressures.  Although  the  1986  cuts 
are  manageable,  future  cuts,  if  required,  will  severely  im¬ 
pair  our  ability  to  supervise  national  banks.  Accordingly, 
the  Administration  favors  the  Congress  reconsidering  the 
applicability  of  Gramm-Rudman-Hollings  for  1987  and 
beyond. 

Bank  supervision  is  a  major  public  policy  concern.  I  be¬ 
lieve  that  the  Congress  —  and  the  public  —  want  to  see 
an  effective  system  of  bank  supervision  and  regulation. 
But  to  quote  a  well-known  slogan,  “you  get  what  you  pay 
for."  And  it  is  significant  that  the  banks  are  paying  for  it. 

I  have  had  numerous  bankers  tell  me  that  they  would  be 
willing  to  pay  more  in  assessments  if  it  would  mean  that 
their  banks  would  be  examined  more  frequently  and  by 
examiners  with  more  experience.  I  believe  that  more  flex¬ 
ibility  in  our  compensation  and  career  development  pro¬ 
gram  would  enable  us  to  retain  more  experienced  staff. 
In  this  regard,  such  proposals  were  addressed  in  con¬ 
nection  with  the  Vice  President's  Task  Group  on  the  Regu¬ 
lation  of  Financial  Services. 
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Funding  is  not  the  problem.  The  OCC  is  a  self-supporting 
agency  funded  entirely  by  user-fees.  To  carry  out  its  mis¬ 
sion,  the  OCC  must  be  able  to  spend,  from  its  own  funds, 


the  amounts  necessary  to  respond  to  changing  condi¬ 
tions  in  the  banking  industry.  We  should  not  be  subject 
to  arbitrary,  across-the-board  cuts  in  spending  levels 
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It  is  merely  reciting  a  given  to  state  to  you  that  the  busi¬ 
ness  of  banking  is  in  a  state  of  change.  Everyone  knows 
that.  Interstate  expansion  is  with  us,  whether  you  like  it 
or  not.  The  only  meaningful  difference  of  opinion  now  is 
how  it  is  going  to  occur. 

Perhaps  more  important  —  and  perhaps  more  relevant 
to  my  main  point  today  —  product  deregulation  is  also 
coming  about.  One  of  the  most  significant  areas  of  bank¬ 
ing  which  this  phenomenon  is  affecting  is  the  one  in 
which  we  are  the  most  interested  —  fiduciary  services. 

In  addition,  we  have  structural  changes  and  regulatory 
changes  affecting  bank  fiduciary  activities.  Yet  to  the  aver¬ 
age  bank  trust  officer  in  the  average  trust  department, 

I  imagine  these  developments  have  not  been  all  that 
earthshaking  —  indeed,  their  impact  may  not  have  been 
perceptible  to  some  of  you. 

Some  of  your  institutions  are  in  the  process  of  becoming 
part  of  regional  combinations.  Some  very  interesting 
courtships,  engagements,  marriages,  and  broken  en¬ 
gagements  have  taken  place.  If  your  institution  is  involved, 
the  result  of  the  marriage  will  be  that  you  may  become 
part  of  a  larger  institution  or  come  under  new  manage¬ 
ment.  There  may  be  a  number  of  changes  even  if  there 
is  not  a  new  management  as  a  result  of  the  combination. 
Thus  far,  however,  it  would  not  appear  to  me  that  this  de¬ 
velopment  has  changed  your  lot  appreciably.  Few  of  the 
banks  in  this  area  are  being  amalgamated  seem  to  have 
had  purges  or  anything  like  that. 

Another  feature  of  interstate  expansion  is  the  outright 
entry  of  banks  from  other  states.  It  does  not  appear  to 
me  that  this  has  had  a  cataclysmic  effect  yet.  You  do  not 
have  the  trust  department  of  a  major  out-of-state  bank 
next  door.  Some  of  you  will  quarrel  with  that  statement, 
for  you  may  indeed  have  a  trust  company  affiliate  of  such 
a  bank  next  door  —  particularly  if  you’re  from  Palm 
Beach,  Florida.  But  that's  not  quite  the  same  thing.  And 
my  essential  point  is,  even  if  you  do,  it  hasn’t  changed 
your  life  that  much  —  at  least  that’s  my  image.  While  you 
may  have  some  new  competition,  you  are  not  losing  your 
estates  en  masse  to  a  horde  of  invaders,  as  nearly  as  I 
can  determine.  Yet  the  invaders  are  coming,  nonetheless. 

Even  less  perceptible  to  you  to  date,  I  suspect,  has  been 
any  effect  of  product  deregulation.  For  example,  I  don’t 


imagine  you’ve  lost  that  many  estates  or  trust  accounts 
to  broker-dealer  investment  advisors,  or  to  Sears  or  to  sav¬ 
ings  and  loan  associations  or  whomever  else  is  invading 
trust  banking  from  other  businesses.  The  interlopers  into 
your  business  have  not  put  bank  fiduciaries  out  of  busi¬ 
ness  yet. 

On  the  other  side  of  that  coin,  not  many  of  you  have 
pooled  IRA  funds  or  are  registered  with  the  SEC  as  in¬ 
vestment  companies.  If  you  did,  you'd  be  in  court  with 
the  ICI.  So  far  only  four  banks  are  in  that  situation,  and 
the  amount  of  business  involved  in  the  funds  established 
to  date  is  minimal,  and  with  the  new  tax  bill,  it  may  be¬ 
come  even  smaller.  I  cite  this  activity  only  because  it  is 
sometimes  viewed  as  bank  product  diversification  into  a 
new  area.  Of  course,  we  know  that  the  functions  being 
performed  are  not  new  —  the  novel  element  is  the  form. 
Even  though  what  we  have  in  the  pooled  IRA  fund  cases 
is  just  an  ordinary  common  trust  fund,  it  is  being  run  as 
an  investment  company,  complying  in  all  respects  with 
the  Investment  Company  Act  of  1940. 

It  is  this  element  of  the  pooled  IRA  funds  which  at  the 
least  bears  a  potential  for  product  diversification  for  the 
banks.  After  it  has  been  established  that  a  bank  can  take 
a  traditional  banking  function  and  put  it  into  an  invest¬ 
ment  company,  and  run  that  company,  the  obvious  next 
step  is  to  take  another,  perhaps  less  traditional  banking 
function,  and  do  the  same.  In  the  long  term,  the  process 
might  result  in  a  significant  modification  of  the  Glass- 
Steagall  Act;  either  legislatively  or  through  progressive 
judicial  construction.  This  possibility,  of  course,  is  the  real 
reason  that  the  Investment  Company  Institute  has  us  in 
court  about  the  pooled  IRA  funds. 

Some  of  your  banks  may  have  discount  brokerage  oper¬ 
ations,  and  may  be  in  the  process  of  conforming  with  the 
SEC  Rule  3b-9.  How  many  of  you  are  doing  this?  Here 
is  another  activity  which  at  least  has  its  roots  in  a  recog¬ 
nized  legitimate  banking  function  —  the  purchase  or  sale 
of  securities  upon  the  order  and  for  the  account  of  cus¬ 
tomers;  but  which  appears  to  be  leading  banks  into  a 
diversification  of  product  lines  because  it  is  perceived  by 
others  as  being  a  broker  dealer  function  and  it  is  caus¬ 
ing  regulatory  changes. 

The  number  of  banks  that  are  offering  some  form  of  dis¬ 
count  brokerage  service  is  really  quite  high.  The  number 
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of  these  banks  which  will  be  subject  to  Rule  3b-9  is  still 
not  clear  at  this  point  There  are  a  number  of  exemptions 
and  their  scope  is  subject  to  some  uncertainties.  In  cer¬ 
tain  cases,  this  rule  —  assuming  it  withstands  the  ABA 
court  challenge  —  can  result  in  requiring  particular 
fiduciary  activities,  specifically,  investment  advisory  func¬ 
tions,  to  become  subject  to  SEC  and/or  NASD  scrutiny, 
which  probably  would  require  spinning  the  function  out 
to  an  affiliate. 

Like  the  geographic  expansion  I  mentioned  earlier,  this 
development  —  product  expansion  —  has  far-reaching 
implications  for  banking,  and  particularly,  bank  fiduciary 
activity.  However,  also  like  interstate  expansion,  product 
expansion  has  not  yet  made  a  significant  change  in  your 
lives. 

In  addition  to  the  changes  which  have  come  about 
through  geographic  expansion  and  product  diversifica¬ 
tion,  we  have  had  banks  engaged  in  a  process  of  inter¬ 
nal  reorientation  as  to  the  marketing  of  their  fiduciary  ser¬ 
vices.  This  is  a  process  I’ve  dealt  with  before,  loosely 
called  “synergy  in  banking.”  When  the  idea  first  burst  on 
the  scene  four  years  ago,  there  were  many  who  thought 
it  would  revolutionize  the  trust  business.  Some  of  my 
quotes  may  imply  even  I  thought  that.  But  a  revolution 
hasn’t  occurred,  except  in  a  small  number  of  banks,  and 
I’d  probably  deny  now  that  I  thought  it  would. 

As  you  know,  a  few  banks  dismantled  their  trust  depart¬ 
ments  and  combined  the  trust  department  products  with 
other  banking  services,  to  be  marketed  and  administered 
in  a  more  generic  customer  oriented  department  of  the 
bank.  There  were  quite  a  few  banks  who  began  to  mar¬ 
ket  and  administer  some  fiduciary  services  outside  their 
trust  department,  while  continuing  to  market  and  ad¬ 
minister  other  fiduciary  products  in  their  trust 
departments. 

But  there  were  a  great  many  banks  who  did  absolutely 
nothing  in  response  to  the  synergy  in  banking  study  — 
at  least  structurally.  In  addition,  there  were  some  who 
made  what  amounted  to  personnel  changes  under  the 
guise  of  “synergising,’’  but  really  didn't  drastically  alter 
their  modus  operandi.  How  many  of  you  have  syner- 
gised9  That  is,  how  many  of  you  are  now  offering  trust 
services  in  conjunction  with  nontrust  services?  As  I  have 
stated  before,  my  general  impression  here  is  that  your 
lives  as  trust  department  officers  have  not  been  greatly 
affected  by  this  development. 

There  is  one  more  area  where  change  is  occurring  in 
banking  This  is  my  own  special  area  of  interest,  the  reg¬ 
ulatory  climate.  Here,  changes  are  occurring  in  several 
ways 

First,  as  I  have  already  touched  upon,  we  have  a  fourth 


“banking  supervisor”  in  our  lives  now  —  the  SEC.  You 
have  always  had  to  cope  with  the  Commission  in  certain 
respects;  but  in  recent  years,  a  steady  progression  of 
events  has  brought  the  SEC  increasingly  into  banks  from 
a  number  of  directions. 

There  is  disclosure  about  the  bank's  condition  if  it  is  a 
covered  bank  which  is  driven  by  the  SEC.  If  your  bank 
is  part  of  a  holding  company,  then  the  Commission  is 
more  than  just  a  driver,  it’s  the  whole  car,  some  would  say. 

Then  there  are  the  municipal  securities  dealer  and  stock 
transfer  areas.  By  statute,  the  SEC  is  given  joint  regula¬ 
tory  authority  in  these  areas  along  with  the  banking  agen¬ 
cies.  Now,  very  recently,  there  is  Rule  3b-9,  relating  to  dis¬ 
count  brokerage  operations.  In  this  case,  we  may  have 
the  SEC  becoming  the  principal  supervisor  of  some  ac¬ 
cepted  banking  fiduciary  functions  —  the  provision  of  in¬ 
vestment  advice  —  if  those  functions  are  performed  by 
a  bank  which  has  a  discount  brokerage  operation  which 
is  subject  to  the  new  SEC  rules;  for  in  that  case,  as  I  un¬ 
derstand  it,  the  SEC  would  assert  jurisdiction  over  the  in¬ 
vestment  advisory  operation  as  well. 

There  is  also  a  fifth  bank  supervisory  agency  —  the 
Department  of  Labor  (DOL).  ERISA  covers  the  greater 
part  of  bank  trust  assets  these  days.  While  the  DOL  does 
not  conduct  regular  examinations  of  national  banks,  it  is 
the  interpreter  and  principal  enforcer  of  the  rules  of  the 
game.  The  banking  agencies  regularly  refer  possible  vio¬ 
lations  of  ERISA  to  the  DOL,  pursuant  to  a  formal  agree¬ 
ment  we  have  entered  into.  Because  the  Department  is 
the  only  agency  having  authority  to  apply  ERISA  sanc¬ 
tions,  in  most  cases  this  means  that  most  questioned  ac¬ 
tivities  in  the  employee  benefit  trust  area  are  referred  to 
them.  Occasionally,  the  Department  will  examine  a  bank 
nearly  always  in  the  course  of  a  specific  investigation  of 
a  specific  plan.  Obviously,  it  will  also  take  enforcement 
action  against  banks  believed  to  have  violated  ERISA. 

In  addition  to  the  regulatory  changes  involving  other  fed¬ 
eral  agencies,  there  are  some  wide  reaching  changes 
being  made  by  the  banking  agencies,  and  particularly, 
by  the  OCC.  First  let  me  explain  the  reasons  for  our 
changes. 

The  first  reason  is  what  I  have  spoken  about  up  to  this 
point.  The  industry  my  agency  is  supposed  to  supervise 
has  changed,  and  we  must  also  change  to  adapt  to  this 
development.  The  principal  strategic  objectives  of  the 
OCC  are  twofold:  (1)  to  ensure  the  safety  and  soundness 
of  the  national  banking  system,  and;  (2)  to  enforce  a  high 
degree  of  compliance  with  law  and  regulations.  Let  me 
discuss  these  objectives  for  a  moment  in  the  light  of 
today’s  changing  environment. 

While  we  have  had  a  great  deal  of  experience  with,  and 
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will  always  have  some  of  the  traditional  threats  to  safety 
and  soundness  from  lending  operations,  traditional  super¬ 
visory  responses  are  not  always  the  best  solution.  This 
is  because  lending  itself  is  not  a  static  activity.  There  are 
always  new  types  of  business  (and  non-business)  bor¬ 
rowers  emerging,  posing  new  or  unique  elements  of  risk. 
In  addition,  the  risks  of  lending  to  certain  sectors,  i.e. , 
agriculture  and  energy,  may  change  over  time.  Finally, 
new  or  novel  lending  practices  may  arise  or  existing  prac¬ 
tices  may  become  no  longer  possible.  An  obvious  exam¬ 
ple  of  the  latter  would  be  the  changed  rules  about  use 
of  credit  information.  These  matters  always  require  adap¬ 
tation,  of  course. 

But  now,  in  addition  to  the  "traditional"  threats,  the  "non- 
traditional"  ones  have  become  much  more  complex.  In 
your  own  area  —  trust  —  you  have  always  been  aware 
of  the  threat  of  surcharge  for  breach  of  trust.  As  our 
society  has  grown  more  inclined  to  question  and  to 
litigate,  and  has  developed  the  class  action,  this  threat 
has  increased. 

In  addition  to  these  "more  conventional  but  becoming 
less  so"  threats  from  the  fiduciary  activities,  we  now  are 
finding  ourselves  in  new  areas.  The  new  products  which 
I  discussed  have  their  unknown  elements  of  risk.  To  some 
degree,  we  have  sought  to  isolate  these  risks  by  requir¬ 
ing  placing  some  of  them  in  subsidiaries  or  holding  com¬ 
pany  affiliates.  However,  we  cannot  close  our  eyes  to  the 
subsidiary  or  affiliate.  Its  activities  may  damage  the  bank, 
either  directly  or  indirectly.  We  may  even  wind  up  examin¬ 
ing  it,  depending  upon  what  its  function  is,  and  this  may 
not  be  easy. 

The  second  of  our  strategic  objectives  only  complicates 
things  further  as  bank  activities  expand.  There  is  not  a 
neat  dividing  line  between  activities  which  pose  a  risk  to 
safety  and  soundness,  and  those  which  should  be  super¬ 
vised  solely  to  ensure  compliance  with  law.  If  a  bank  fails 
to  comply  with  a  law,  it  risks  becoming  subject  to  the  sanc¬ 
tions  which  most  laws  have  for  noncompliance.  In  turn, 
these  sanctions  could  pose  a  threat  to  the  safety  and 
soundness  of  a  bank,  and  from  that  point  it  is  possible 
to  trace  a  systemic  threat  as  well.  The  sanction  might  not 
be  as  severe  in  immediate  dollar  and  cents  terms  as  it 
is  in  lost  prestige,  image,  or  reputation,  all  of  which  are 
invaluable  to  a  bank.  It  could  result  in  restrictive  legisla¬ 
tion  affecting  the  entire  industry.  All  of  these  possibilities 
are  not  quantificable  but  cannot  be  ignored. 

Thus,  in  many  of  the  new  banking  initiatives  the  threat 
to  safety  and  soundness  remains  uncertain.  We  have  no 
experience  on  which  to  draw  assumptions.  However, 
requirements  designed  to  ensure  compliance  with  laws 
are  easier  to  formulate.  The  problem  then  becomes  one 
of  selection.  Which  law  to  examine  for;  how  often;  how 
severely  to  criticize?  What  about  laws  for  which  other 


government  agencies  are  the  primary  supervisors?  How 
will  the  other  supervisor  treat  noncompliance? 

To  these  considerations  we  must  add  one  internal  one. 
One  might  expect  that  the  government  supervisor  of  a 
business  which  is  experiencing  the  phenomena  I  have 
been  describing  would  be  increasing  its  resources  to 
keep  abreast.  However,  this  is  not  the  case.  Our  budgets 
and  manpower  contingents  have  been  reduced  regularly 
over  the  past  few  years.  Then  in  addition,  this  year  some¬ 
thing  called  Gramm-Rudman  occurred.  This  has  caused 
additional  cuts  in  our  budgets  —  severe  cuts. 

Thus,  we  face  the  the  task  of  supervision  of  this  business, 
with  its  current  continuing  expansion,  both  geographi¬ 
cal  and  in  products,  with  a  reduced  pool  of  resources. 
The  dual  objectives  of  the  OCC  must  be  balanced,  sifted 
and  planned  with  this  backdrop.  Obviously,  it  has  had 
some  sweeping  implications  for  you  and  for  me. 

It  is  not  my  purpose  here  today  to  deal  with  the  issue  of 
why  we  need  to  be  able  to  increase  our  resources,  other 
than  to  say  that  we  do,  and  we  are  endeavoring  to  ac¬ 
complish  this.  For  the  immediate  future  we  must  play  the 
hand  that  has  been  dealt.  Further,  we  must  keep  in  mind 
that  even  if  we  successfully  carry  the  day  for  obtaining 
more  resources,  this  is  going  to  be  only  a  limited  respite, 
for  no  one  is  going  to  obtain  a  sweeping  reversal  of  the 
government  policy  of  the  last  decade. 

Frankly,  I  think  the  day  is  gone  forever  when  we  will  have 
the  size  of  the  trust  staff  which  we  enjoyed  in  the  mid 
1970s,  or  that  we  will  be  able  to  examine  bank  fiduciary 
activities  in  the  manner  that  we  did  in  those  days.  We  will 
both  have  to  reconcile  and  adjust  to  that.  It  may  be  easier 
for  you  than  for  us. 

The  steps  which  we  have  been  taking  in  the  past  few 
years  to  cope  with  our  increased  burden  with  our  reduced 
resources  are  in  many  cases  going  to  become  a  perma¬ 
nent  part  of  our  supervisory  structure.  The  comprehen¬ 
sive  examinations  of  all  banks'  fiduciary  activities  which 
used  to  take  place  are  a  thing  of  the  past.  Beneficial  as 
they  were  to  you,  and  effective  as  they  were  for  us,  they 
require  a  level  of  resources  unlikely  to  be  available  again. 

In  place  of  the  thorough  examinations  of  all  trust  depart¬ 
ments  which  we  can  no  longer  perform,  we  have  been 
developing  methods  of  supervision  which  are  less 
resource  intensive.  The  first  of  these  is  also  the  most  primi¬ 
tive.  It  is  that  in  most  cases  we  are  examining  departments 
with  fewer  personnel  and  in  less  time.  Faced  with  these 
realities,  examiners  have  "tailored"  their  procedures  to 
provide  the  most  effective  use  of  their  time.  We  are  for¬ 
malizing  this  process  by  developing  a  modular  examina¬ 
tion  approach  which  may  provide  guidance  to  examiners 
by  establishing  a  number  of  tiers  or  procedures.  The 
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examiner  would  do  all  of  the  first  tier,  and  only  if  this 
process  revealed  a  weakness  or  deficiency  in  a  particu¬ 
lar  area,  would  continue  to  the  next  tier,  etc. 

We  are  also  continuing  to  try  to  develop  off-site  supervis¬ 
ory  techniques.  A  principal  obstacle  which  we  have  en¬ 
countered  here  is  the  lack  of  data  relating  to  bank 
fiduciary  activities.  We  have  the  annual  reports  of  assets 
going  back  quite  a  number  of  years  and  special  reports 
relating  to  earnings  and  expenses,  which  go  back  just 
a  few  years.  Unfortunately,  we  don’t  have  these  in  any 
computer  data  base  —  we  just  have  the  stacks  of  forms. 
However,  we  have  developed  programs  which  provide 
analysis  of  these  data  for  use  by  our  examiners.  With 
these  programs,  we  can  make  some  projections  about 
a  bank’s  fiduciary  activities  in  terms  of  profits  and  can 
isolate  loss  leaders  and  profit  makers  from  among  a 
bank’s  products.  OCC  personnel  can  enter  this  informa¬ 
tion  from  these  forms  into  a  personal  computer,  run  the 
program,  and  draw  some  preliminary  conclusions  about 
the  bank’s  fiduciary  services. 

We  are  also  considering  a  different  form  of  supervision 
for  a  bank's  trust  and  other  activities,  which  do  not  have 
immediate  safety  and  soundness  implications.  We  are 
thinking  of  examining  only  a  sampling  of  all  banks  each 
year  for  these  activities,  but  very  thoroughly.  Data 
gathered  by  the  examiner  during  these  examinations 
would  be  forwarded  to  us  and  entered  into  a  data  base 
and  analyzed  to  determine  whether  industry-wide  prob¬ 
lems  or  trends  are  revealed.  These  results  could  provide 
the  basis  for  directives  to  the  banks  or  to  our  examiners, 
or  both.  They  could  provide  information  about  changes 
in  procedures  and  furnish  the  basis  for  targeting  partic¬ 
ular  banks  or  practices  in  succeeding  years.  At  the  same 
time,  we  would  deal  severely  with  violators  of  laws  or 
regulations. 

The  goal  of  this  system  would  be  to  promote  compliance 
rather  than  to  detect  and  punish  all  non-compliance.  It 
would  include  education  of  and  feedback  from  bankers. 
This  program  should  be  effective  because  of  its  deter¬ 
rent  effect.  Banks  will  be  chosen  for  this  non-safety  and 
soundness  examination  randomly  so  a  bank  would  al¬ 
ways  have  the  possibility  of  such  an  examination  hang¬ 
ing  over  it.  The  bottom  line  would  be  a  strong  incentive 
to  run  a  good  fiduciary  operation  with  OCC  assistance. 

How  is  a  good  fiduciary  operation  run?  I  would  suggest 
establishing  comprehensive  and  meaningful  policies  and 
procedures  There  must  be  established  policy  for  every 
area  of  activity  to  guide  your  officers  and  employees  and 
procedures  for  them  to  follow  They  are  a  necessary  ele¬ 
ment  of  a  well  run  fiduciary  operation,  and  their  presence 
or  absence  is  an  initial  matter  of  inquiry  for  the  examiners 
from  our  Office  In  the  world  I  have  posited,  they  will  be 
of  even  greater  importance  —  both  to  you  and  to  us. 


Our  Office's  emphasis  upon  policies  and  procedures  is 
not  new.  It  was  a  key  recommendation  of  the  Haskins  and 
Sells  study  of  the  OCC  in  the  early  1970s  and  the  subse¬ 
quent  implementation  of  revised  examination  procedures 
to  carry  out  the  recommendations  of  that  study.  In  the 
intervening  years  we  have  had  a  number  of  interesting 
experiences  in  persuading  bankers  that  policies  and 
procedures  were  needed.  There  was  quite  some  effort 
from  banks  and  their  trade  associations  to  get  us  to  write 
approved  policies  for  them  to  adopt.  There  were  a  num¬ 
ber  of  enterprising  individuals  who  established  sample 
policy  manuals,  and  sold  them  to  banks,  who  then  adopt¬ 
ed  them  largely  as  written.  And  there  were  a  number  of 
banks  who  established  and  published  policies  after  care¬ 
ful  study  and  a  lot  of  hard  work. 

Bank’s  policies  and  procedures  must  be  tailored  to  that 
institution.  To  be  successful  they  must  reflect  the  institu¬ 
tional  personality.  They  must  comprehend  a  particular 
bank’s  organization,  its  management,  its  personnel,  its 
way  of  doing  things,  and  especially,  its  institutional  ap¬ 
proach  to  decision-making.  Otherwise,  they  are  of  limited 
utility  and  are  likely  not  to  be  used  or  followed.  Frankly, 
that  was  the  case  all  too  often  with  the  banks  who  bought 
“canned”  policies  or  even  those  who  wrote  them  just  to 
get  the  examiners  off  their  back. 

The  first  thing  which  must  be  accomplished,  therefore, 
is  a  management  commitment  to  establishing  policies 
and  procedures.  The  second  is  requiring  adherence  to 
them.  This  is  often  our  second  inquiry  in  an  examination. 
After  establishing  that  policies  and  procedures  exist  we 
ask  if  management  requires  that  they  be  followed.  Does 
it  audit  performance  of  officers  and  employees  for  this? 
Does  it  regularly  review  and  update  policies  and  proce¬ 
dures?  And  perhaps  most  relevant  to  my  lead-in  today, 
does  management  make  the  establishment  of  internal 
policies  and  procedures  the  first  step  in  the  introduction 
of  a  new  product;  adoption  of  a  new  function;  or  estab¬ 
lishment  of  a  new  location? 

As  I  have  noted,  we  have  resisted  suggestions  that  we 
write  policies  for  the  banks.  But  I  will  note  for  you  some 
areas  which,  at  a  minimum,  I  think  a  bank’s  policies  and 
procedures  should  address  —  not  in  any  particular  order 
of  importance,  and  not  an  all-inclusive  listing. 

•  Assignment  of  the  performance  of  the  bank’s 
fiduciary  responsibilities  to  appropriate  persons  or 
committees. 

•  Proper  documentation  and  review  of  the  exercise 
of  fiduciary  powers. 

•  A  formal  recordkeeping  and  filing  system 
designed  to  ensure  that  complete  information  is 
obtained  and  maintained  for  each  account  and 
kept  separate  from  other  records  of  the  bank. 
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•  The  avoidance  of  possible  conflicts  of  interest  and 
self-dealing  by  the  bank,  its  directors,  officers  and 
employees. 

•  Assurance  that  trust  assets  are  properly  safe¬ 
guarded  under  dual  control,  appropriately  segre¬ 
gated  and  identified. 

•  A  cash  management  policy  governing  the  invest¬ 
ment  of  fiduciary  cash,  including  temporary  place¬ 
ment  of  funds  awaiting  investment  or  distribution 
and  a  proper  calculation  of  pledging  requirements. 

•  Fee  schedules,  including  extraordinary  charges, 
and  reporting  to  account  parties  of  fees  taken. 

These  items  which  I  have  mentioned  are  fairly  basic 
organizational  matters.  In  addition,  of  course,  there  need 
to  be  policies  and  procedures  in  several  specific  areas 
of  activity.  Asset  administration  is  a  good  example,  in 
which  a  bank’s  policies  and  procedures  should  provide 
for  such  items  as  the  following: 

•  Sound  fiduciary  investment  standards  and  prin¬ 
ciples  which  comprehend  governing  law,  regula¬ 
tions  and  governing  instrument  provisions. 

•  Written  investment  objectives  and  comprehensive 
records  for  each  account  being  administered. 

•  A  system  which  ensures  that  written  directions  are 
obtained  as  needed  from  authorized  parties. 

•  Standards  for  performing  asset  reviews. 

•  Monitoring  the  required  quantity  of  investments 
and  documentation  and  review  of  investment 
strategies. 


•  Proper  documentation  of  investment  decisions, 
including  analysis,  research,  memoranda  and 
other  documents  necessary  to  support  investment 
decisions. 

As  I  noted,  this  listing  is  not  comprehensive.  The  only  dis¬ 
tinguishing  feature  is  that  I  pulled  these  items  from  the 
pages  of  a  recent  enforcement  action  involving  a  partic¬ 
ular  bank.  In  that  case,  the  ones  I  just  read  to  you  were 
especially  relevant.  But  these  are  just  a  few  of  the  neces¬ 
sary  elements  of  an  organization's  plans  to  cope  with  this 
changing  world.  And  make  no  mistake  —  in  enumerat¬ 
ing  for  you  all  the  directions  from  which  change  is  com¬ 
ing,  I  did  conclude  in  every  instance  that  the  result  to  date 
was  probably  no  great  change  for  you.  You  must  not  let 
that  fact  deceive  you.  The  changes  which  are  occurring 
are  significant;  they  will  continue,  and  their  effects  will 
intensify.  Unless  you  take  them  into  account,  and  plan 
and  manage  the  response  of  your  institution,  you  greatly 
increase  the  risk  that  you  will  not  keep  pace,  and  perhaps, 
not  survive. 

What  I’m  saying  then,  is  that  the  trust  business  as  a  part 
of  a  banking  institution  is  not  going  to  be  revolutionized; 
but  it  is  going  to  experience  a  dramatic  evolutionary 
change.  That  change  is  in  process.  The  preeminent  em¬ 
phasis  will  be  on  profitability  of  operation,  and  flexibility 
in  organization  and  in  the  establishment  of  new  products 
and  service  lines.  These  things  will  require  effective  over¬ 
sight  of  diverse  activities,  many  of  which  involve  a  high 
amount  of  technical  expertise  to  perform  —  in  other 
words,  which  are  beyond  the  understanding  of  the 
manager  (and  the  bank  supervisor).  In  these  circum¬ 
stances,  we  believe  the  effectiveness  of  your  policies  and 
procedures  may  well  be  the  key  to  your  success  or  failure. 


Statement  of  Robert  L.  Clarke,  Comptroller  of  the  Currency,  before  the  House 
Subcommittee  on  General  Oversight  and  Investigations  of  the  Committee  on 
Banking,  Finance  and  Urban  Affairs,  Washington,  D.C.,  June  17,  1986 


Mr.  Chairman  and  members  of  the  Subcommittee,  I  wel¬ 
come  the  opportunity  to  appear  before  you  to  discuss 
the  effects  of  the  Deficit  Reduction  Act  of  1985  (Gramm- 
Rudman-Hollings)  on  the  Office  of  the  Comptroller  of  the 
Currency  (OCC)  and  its  ability  to  supervise,  examine  and 
generally  oversee  the  operations  of  the  national  banking 
system.  As  you  posed  in  your  invitation,  these  cuts  are 
affecting  OCC's  ability  to  supervise  effectively  the  national 
banking  system.  I  will  explain  to  you  this  morning  why 
this  is  the  case. 


OCC  and  G-R-H’s  Effect  on  Independence 

OCC  was  organized  in  1863  as  a  self-supporting  bureau 


of  the  Department  of  the  Treasury  under  general  super¬ 
vision  of  the  Secretary.  It  is  charged  with  supervision  and 
regulation  of  approximately  5,000  nationally  chartered 
banks.  It  receives  no  appropriations  and  operates  without 
any  tax  monies.  The  Office  is  funded  entirely  from  assess¬ 
ments  levied  on  national  banks,  application  fees  and  in¬ 
vestment  income. 

Congress  has  recognized  how  important  a  sound  bank¬ 
ing  industry  is  to  the  well-being  of  the  nation  by  its  early 
actions  and  its  repeated  affirmation,  and  has  attempted 
to  endow  the  bank  regulatory  agencies  with  a  measure 
of  independence  to  protect  their  decision-making 
processes.  The  Comptroller’s  five-year  term  of  office  is 
an  example  of  this  Congressional  intent. 
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Specific  statutory  grants  of  authority  to  the  Comptroller, 
found  in  12  U  SC.  §  481  and  482,  authorize  him  to  con¬ 
duct  bank  examinations  as  often  as  he  deems  necessary 
and  to  determine  amounts  to  be  assessed  and  expend¬ 
ed  for  bank  examinations.  The  statute  states  that  these 
monies  "shall  not  be  construed  to  be  government  funds 
or  appropriated  monies."  Consequently,  unspent  OCC 
funds  cannot  be  diverted  to  any  other  use.  Therefore, 
application  of  G-R-H  reductions  to  the  OCC  threatens 
OCC's  effectiveness  as  a  bank  regulator  and  will  not  result 
in  any  impact  whatsoever  on  the  federal  budget  deficit 
and  efforts  to  control  it.  The  result  is  not  only  disturbing 
but  anomalous  since  the  Federal  Reserve  Board's 
supervision  programs  is  exempt  from  the  Act. 

The  Comptroller’s  Office  must  have  the  necessary 
flexibility  to  set  appropriate  levels  of  supervision  for  the 
individual  banks  and  for  the  industry  as  a  whole.  These 
levels  are  adjusted  from  time  to  time  as  economic  condi¬ 
tions  and  conditions  within  the  industry  change.  The  qual¬ 
ity  and  amount  of  supervision  must  be  determined  by  the 
OCC’s  judgment  about  conditions  in  the  industry. 

Industry  Conditions  Warrant  Greater 
Resources 

Since  the  early  1980s,  trends  in  the  nation’s  financial 
system  have  made  OCC’s  mission  more  challenging, 
demanding  not  only  more  but  also  more  efficient  use  of 
available  resources.  Those  trends  include  increased  pres¬ 
sures  on  the  national  banking  system;  and  continued 
growth  in  the  national  banking  system. 

Increased  pressures  on  the  national  banking  system 

It  is  widely  understood  that  the  banking  system  is  under 
pressure.  Last  year,  of  the  approximately  15,000  commer¬ 
cial  banks,  118  banks  failed,  the  most  in  any  year  since 
the  Great  Depression.  Thirty  of  the  118  were  national 
banks  supervised  by  OCC.  At  least  that  many  failures  are 
expected  in  1986.  As  of  last  Friday,  57  banks  had  failed 
of  which  21  were  supervised  by  OCC. 

The  pressures  on  the  industry,  however,  extend  beyond 
the  number  of  bank  failures.  For  the  industry  as  a  whole, 
profitability  is  declining.  Although  the  majority  of  the  bank¬ 
ing  industry  continues  to  generate  adequate  earnings, 
there  is  a  growing  minority  of  commercial  banks  with 
earnings  that  can  only  be  characterized  as  poor.  For  the 
4  500  national  banks  with  assets  of  less  than  $300  mil- 
ion,  the  average  return  on  assets  has  declined  in  each 
of  the  past  six  years.  For  the  largest  national  banks,  earn¬ 
ings  have  been  flat  over  this  period.  The  number  of 
national  banks  with  losses  has  risen  dramatically.  In  1980, 
3  percent  had  losses;  in  1985,  16  percent  had  losses. 


These  pressures  have  significantly  increased  the 
demands  on  OCC  resources.  The  number  of  national 
banks  receiving  special  supervisory  attention  has  quad¬ 
rupled  since  1980.  Currently,  21  percent  of  all  national 
banks,  with  25  percent  of  national  bank  assets,  are  receiv¬ 
ing  special  supervisory  attention.  The  resources  needed 
to  supervise  the  national  banking  system  are  greater  now 
than  at  any  time  in  the  last  50  years. 

Continued  growth  in  the  national  banking  system 

The  national  banking  system  has  grown  both  in  number 
of  banks  and  in  assets.  In  1979  there  were  4,400  national 
banks,  today  there  are  approximately  5,000,  and  the  num¬ 
ber  is  still  growing.  In  1979  total  national  bank  assets  were 
$996  billion,  while  at  the  end  of  1985  they  totaled  $1.6 
trillion. 

To  meet  the  increased  demands  of  supervision  and  regu¬ 
lation  within  the  limits  of  available  resources,  OCC  has 
pursued  the  strategy  adopted  in  1981  designed  to  uti¬ 
lize  technology  and  innovative  procedures  for  off-site 
monitoring  of  bank  performance.  As  a  result,  resource 
intensive  on-site  examinations  can  be  directed  at  the 
institutions  that  present  the  greatest  risks  to  the  safety  and 
soundness  of  the  entire  banking  system.  As  part  of  our 
1986  supervisory  plan,  for  instance,  we  decided  to  forego 
on-site  examinations  at  1,200  community  national  banks 
that  had  been  identified  through  off-site  analysis  as  posing 
the  least  risk  to  the  banking  system. 

Despite  OCC’s  best  efforts,  the  OCC  simply  needs  more 
examiners  because  of  the  increased  number  of  banks 
and  the  overall  condition  of  the  national  banking  system. 
The  need  for  additional  examiners  was  recognized  by  the 
Treasury  Department  which  requested  150  additional  full¬ 
time  equivalents  for  OCC  in  FY  1987.  That  increase  was 
proposed  in  the  President’s  1987  budget  and  demon¬ 
strates  the  Administration’s  commitment  to  addressing  the 
problems. 

Operational  Effect  of  Gramm-Rudman- 
Hollings  Reductions 

The  impact  of  the  actual  Gramm-Rudman-Hollmgs 
reductions  in  FY  1986  is  two-fold.  First,  the  reductions  res¬ 
trict  expenditures  for  programs  and  projects  necessary 
to  fulfill  OCC’s  supervisory  strategy.  This  strategy  was  de¬ 
veloped  to  allow  OCC  the  flexibility  to  meet  the  continu¬ 
ally  increasing  supervisory  demands  of  a  troubled  indus¬ 
try  through  increased,  less  resource-intensive  off-site 
analysis  and  minimize  increases  in  staff. 

Second,  the  4.3  percent  sequestration  for  FY  1986  has 
resulted  in  staff  reductions  below  levels  prudent  to  meet 
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targets,  in  spite  of  our  effort  to  reduce  expenses  without 
reducing  personnel.  In  FY  1986,  staff  reductions  due  to 
Gramm-Rudman  reductions  will  result  from  a  hiring  freeze 
combined  with  attrition.  Depending  on  the  magnitude  of 
a  possible  1987  sequestration,  it  could  significantly  affect 
our  ability  to  hire  new  examiners,  or,  it  could  result  in 
further  staff  reductions. 

OCC’s  supervisory  mission  will  be  frustrated  in  the  future 
as  today's  reduced  or  eliminated  recruitment,  hiring,  and 
training  restricts  the  number  of  trained  examiners 
available  in  the  future  to  fill  commissioned  examiner 
positions. 

OCC’s  Supervisory  Approach 

OCC’s  supervisory  approach  encompasses  all  super¬ 
visory  efforts,  both  on-site  examinations  and  off-site  anal¬ 
yses.  It  considers  all  aspects  of  banking,  not  just  asset 
size  and  bank  composite  rating,  in  determining  risk  to 
the  national  banking  system.  This  approach  is  dynamic 
and  focuses  on  prospective  condition,  allocating  our 
limited  resources  based  upon  a  hierarchy  of  risk. 

Current  Resource  Usage 

OCC  is  a  people-intensive  organization  primarily  com¬ 
posed  of  examiners,  80  percent  of  which  are  involved  in 
bank  supervision.  The  majority  of  its  costs,  88  percent, 
are  either  staff  related,  /'.a,  salaries  and  benefits,  travel 
related  to  examinations  and  requisite  training,  or  fixed, 
e.g.,  office  space  and  equipment,  telephone  and  postage. 
Other  expenses  arise  from  investments  in  projects  re¬ 
quired  to  fullfill  OCC’s  supervisory  strategies  or  programs 
designed  to  promote  stable  employment.  Further  seques¬ 
tration  could  prove  problematic. 

OCC’s  investment  in  its  employees  is  substantial.  The 
bank  examiner  position  is  an  apprentice  occupation.  It 
costs  OCC  more  than  $30,000,  exclusive  of  compensa¬ 
tion,  to  train  an  examiner  to  become  a  commissioned 
National  Bank  Examiner  by  the  fifth  or  sixth  year  of 
employment.  Once  trained,  the  examiners  are  in  great 
demand  by  the  financial  industry.  As  a  result,  OCC 
experiences  a  substantial  turnover  rate,  averaging  about 
14  percent  over  the  past  five  years.  Turnover  is  particu¬ 
larly  acute  in  geographical  areas  where  severe  industry 
problems  exist,  such  as  the  Midwestern  and  South¬ 
western  Districts.  Currently,  we  retain  many  of  our 
employees  by  providing  programs  and  incentives  to 
produce  an  attractive  career  environment.  Curtailment  of 
these  programs  and  incentives  can  be  expected  to  result 
in  higher  turnover  and  the  further  loss  of  our  experienced 
examiners. 

Because  of  OCC’s  high  turnover  rate,  we  must  keep  up 
a  steady  proccess  of  recruitment  and  training.  When  that 


process  is  interrupted  as  it  was  this  year  by  G-R-H,  it 
becomes  a  problem  for  us  several  years  in  the  future 
when  the  experienced  examiners  are  in  short  supply. 

A  reduction  in  experienced  examiners  will  increase 
current  and  future  resource  requirements  of  OCC 
because  supervision  procedures  performed  by  less 
experienced  examiners  generally  require  more  time  and, 
in  addition,  our  experienced  examiners  will  have  to  be 
diverted  in  order  to  train  new  employees.  It  will  be  difficult, 
if  not  impossible,  to  catch  up 

OCC's  supervisory  strategy  requires  investment  in  both 
facilities  and  automation.  Off-site  supervision  relies  on 
bank  financial  data,  generated  from  sources  such  as  the 
bank  call  reports  and  analyzed  through  supervisory 
information  systems,  to  determine  the  degree  of  bank 
stability  and  to  pinpoint  particular  areas  of  weakness. 
On-site  activity  is  then  focused  on  these  specific  areas 
of  concern. 

Although  off-site  supervision  reduces  resource  needs  and 
travel  costs,  space  must  be  provided  for  examiners  to 
work  (where  previously  they  had  performed  most  of  their 
work  in  banks  and  needed  no  permanent  offices),  and 
information  systems  must  be  designed,  implemented  and 
maintained  to  provide  the  tools  for  their  analytical  efforts. 
Curtailment  of  facilities  and  automation  will  inhibit  our 
future  supervisory  efforts  or  increase  resource  demands 
because  we  cannot  achieve  the  efficiencies  inherent  in 
our  off-site  strategy. 

FY  1986 

Although  OCC  maintains  that  it  should  not  be  subject  to 
Gramm-Rudman-Hollings,  it  has  adopted  a  program  to 
reduce  expenditures  in  FY  1986.  This  program  was  based 
on  three  tenets: 

1 .  To  maintain  supervisory  resources  at  the  highest 
possible  level; 

2 .  To  minimize  the  impact  on  current  employees  to 
avoid  an  increase  in  turnover  and  the  loss  of 
experienced  examiners;  and 

3 .  To  maintain  minimal  investment  in  programs  that 
provide  future  cost  savings  or  efficiencies  in 
resource  usage. 

All  projected  expenditures  were  evaluated  in  the  context 
of  these  guidelines.  However,  the  G-R-H  mandated 
reductions  are  so  significant  that  only  60  percent  of  the 
reductions  can  be  achieved  by  reducing  non-personnel 
related  expenditures. 

To  meet  Gramm-Rudman-Hollings  targets,  OCC  chose 
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to  reduce  staff  resources  through  the  implementation  of 
a  hiring  freeze  and,  potentially,  through  furloughs,  the 
least  harmful  ways  to  achieve  personnel  cost  savings.  A 
recent  analysis  of  the  staff  reduction  which  resulted  from 
our  hiring  freeze  indicates  that: 

•  The  freeze  will  reduce  the  number  of  field 
examiners  in  bank  supervision  by  275  during  FY 
1986.  This  constitutes  12  percent  of  our  field 
examining  force.  In  Washington,  the  freeze  will 
result  in  a  reduction  of  73  employees,  or  11  per¬ 
cent  of  headquarters  staff. 

•  Approximately  700  community  national  banks,  or 
14  percent  of  the  national  banking  system,  will  not 
receive  planned  on-site  supervision  in  1986. 

•  Of  these  700,  over  100  are  community  banks  that 
have  been  identified  as  likely  to  suffer  a  deterio¬ 
ration  in  their  financial  condition  will  not  receive 
planned  on-site  supervision  in  1986. 

Note  that  the  700  community  banks  are  in  addition  to  the 
1,200  community  banks  not  planned  for  on-site  supervi¬ 
sion  in  1986.  The  on-site  supervision  program  for  com- 
mumity  banks  has  been  curtailed  to  direct  our  limited 
resources  to  areas  of  higher  risk. 


Conclusion 

The  Gramm-Rudman-Hollmgs  reductions  for  FY  1986  are 
currently  hindering  the  OCC’s  efforts  to  achieve  fully  our 
supervisory  mandate  at  a  time  when  the  banking  system 
is  subject  to  significant  pressures.  Although  the  1986  cuts 
are  manageable,  future  cuts,  if  required,  will  severely 
impair  our  ability  to  supervise  national  banks.  Accordingly, 
the  Administration  favors  Congress  reconsidering  the 
applicability  of  Gramm-Rudman-Hollings  to  the  bank 
regulators  for  1987  and  beyond. 

Congress  has  always  taken  very  special  care  to  insulate 
the  bank  regulators  from  forces  that  run  contrary  to  our 
primary  mission  of  fostering  the  safety  and  soundness 
of  the  national  banking  system. 

Funding  is  not  the  problem.  OCC  receives  no  tax  monies 
and  is  funded  entirely  by  user  fees.  To  carry  out  its  mis¬ 
sion,  the  OCC  must  be  able  to  spend,  from  its  own  funds, 
the  amounts  necessary  to  respond  to  changing  condi¬ 
tions  in  the  banking  industry.  We  should  not  be  subject 
to  arbitrary,  across-the-board  cuts  in  spending  levels. 


Statement  of  John  F.  Downey,  Chief  National  Bank  Examiner,  before  the 
House  Subcommittee  on  Commerce,  Consumer  and  Monetary  Affairs  of  the 
Committee  on  Government  Operations,  Washington.  D.C.,  June  17,  1986 


Mr.  Chairman  and  members  of  the  Subcommittee,  I 
welcome  this  opportunity  to  appear  before  you  to  discuss 
the  Office’s  capital  forbearance  policy  for  banks 
experiencing  serious  problems  because  of  loans  to  the 
agricultural  and  oil  and  gas  sectors. 

Troubled  Agricultural  and  Oil  and  Gas  Sectors 

As  you  know,  the  past  few  years  have  proven  to  be  a  par¬ 
ticularly  difficult  period  for  banks  that  lend  primarily  to  the 
agricultural  and  oil  and  gas  industries.  About  870  of  the 
almost  5,000  national  banks  are  considered  agricultural 
and/or  oil  and  gas  banks.  Of  these  870  banks,  241 
suffered  losses  in  1985,  up  from  195  in  1984  and  139  in 
1983  About  one-sixth,  146  banks,  were  considered 
problem  banks.  However,  due  to  the  historically  high  lev¬ 
els  of  capital  these  banks  maintained,  only  15  of  the  na¬ 
tional  agricultural/oil  and  gas  banks  had  primary  capital 
ratios,  as  of  yearend  1985,  below  the  5V2  percent 
threshold  established  by  the  OCC  through  regulation  as 
the  minimum  level  for  well-managed  banks. 

Severe  financial  pressures  on  borrowers  dependent  on 
the  agricultural  and  oil  and  gas  sectors  have  resulted  in 


an  increase  in  loan  delinquencies.  As  conditions  worsen, 
borrowers  increasingly  fear  foreclosure,  while  bankers 
become  increasingly  concerned  about  supervisory  ac¬ 
tions  that  may  result  from  a  reduction  in  their  bank's  cap¬ 
ital  as  a  consequence  of  loan  losses.  And,  as  we  have 
seen,  creditor  foreclosures  in  troubled  sectors  often  result 
in  abnormally  high  losses  due  to  the  depressed  prices 
the  collateral  will  bring  in  the  marketplace. 

The  persistent  downturn  in  the  agricultural  and  energy 
sectors  of  the  economy  during  the  1980s  has  placed 
pressure  on  capital  at  many  agricultural  and  energy 
banks.  Many  of  these  banks  fear  that  additional  loan 
charge-offs  could  cause  regulators  to  require  them  to 
raise  more  capital.  As  a  result,  some  banks  have  been 
reluctant  to  restructure  loans  or  grant  other  concessions 
to  borrowers  that  could  trigger  regulatory  responses.  Ag¬ 
ricultural  and  oil  and  gas  banks  tend  to  have  less  diversi¬ 
fied  asset  portfolios  and  a  greater  dependence  on  their 
local  economies  than  other  banks.  These  banks  are 
aware  that  any  decline  in  capital  would  be  of  particular 
concern  to  regulators.  In  addition,  banks  have  been  reluc¬ 
tant  to  reduce  capital  because  it  is  the  basis  for  deter¬ 
mining  the  amount  that  a  bank  can  lend  to  any  one  bor- 
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rower.  Lower  capital  levels  result  in  lower  lending  limits 
for  all  borrowers  at  the  bank,  including  sound,  profitable 
borrowers. 

Despite  the  difficult  problems  facing  many  agricultural 
and  oil  and  gas  banks,  we  believe  that  most  have  sound 
prospects  for  the  future.  Even  with  the  losses  suffered  by 
these  banks  and  the  likelihood  that  losses  will  continue 
to  occur,  these  banks  retain  substantial  strength.  Over  92 
percent  of  the  national  agricultural  and  oil  and  gas  banks 
had  primary  capital  ratios  above  7  percent,  as  of  yearend 
1985;  over  38  percent  of  them  had  primary  capital  ratios 
above  10  percent.  It  continues  to  be  our  view  that  the 
most  beneficial  thing  that  we  can  do  for  agricultural  and 
oil  and  gas  banks  and  their  borrowers  during  this  diffi¬ 
cult  but  transitional  period  is  to  ensure  that  they  have  the 
opportunity  and  incentive  to  work  together  to  achieve 
mutually  satisfactory  loan  workout  plans. 

Accordingly,  this  Office,  in  conjunction  with  the  Federal 
Deposit  Insurance  Corporation  and  the  Federal  Reserve 
Board,  instituted  supervisory  policies  that  would  give 
banks  the  tools  and  the  encouragement  to  restructure 
problem  loans.  On  March  28,  1986,  the  Comptroller 
issued  a  five-point  program  contained  in  Banking  Circu¬ 
lar  212: 

•  First,  we  again  encourage  banks  to  enter  into 
work-out  plans  with  their  borrowers  who  are  ex¬ 
periencing  temporary  difficulties; 

•  Second,  we  repeated  our  prior  encouragement 
to  banks  that  they  familiarize  themselves  with  the 
opportunities  afforded  by  Financial  Accounting 
Standards  (FAS)  No.  15.  Under  FAS  15,  a  bank 
need  not  recognize  any  loss  on  a  restructured  loan 
when  the  expected  payments,  principal  and  in¬ 
terest  combined,  equal  or  exceed  the  loan  amount 
on  the  bank’s  books  prior  to  the  restructuring; 

•  Third,  we  modified  the  reporting  requirements  for 
restructured  loans  so  that  restructured  loans  being 
paid  in  accordance  with  the  modified  terms  are 
not  longer  categorized  as  problem  loans.  Previ¬ 
ously,  all  restructured  loans  were  reported  with 
problem  loans; 

•  Fourth,  we  instituted  a  capital  forbearance  policy 
that  allows  well-managed  banks  whose  capital  falls 
significantly  below  prescribed  levels,  as  a  result 
of  problems  in  the  agricultural  and  oil  and  gas  sec¬ 
tors,  up  to  7  years  to  restore  capital;  and 

•  Fifth,  we  amended  the  rules  that  limit  the  size  of 
loans  relative  to  capital  that  banks  can  make  to 
a  single  borrower.  For  banks  suffering  reduced 
capital  as  a  result  of  agricultural  and  oil  and  gas 


loan  losses,  we  increased  the  general  lending  limit 
from  15  percent  of  capital  to  a  maximum  of  20  per¬ 
cent  of  capital. 

The  Office  sent  Banking  Circular  212  to  all  national  banks 
and  to  agricultural  trade  groups.  Our  District  and  head¬ 
quarters  officials  have  met  with  numerous  groups  of 
bankers  and  farmer  organizations,  not  only  in  Washing¬ 
ton,  D.C.,  but  also  in  locations  around  the  country  con¬ 
venient  to  those  most  interested  in  our  policies.  We  have 
been  quite  active  in  explaining  the  program  and  en¬ 
couraging  banks  to  let  us  know  whenever  our  forbear¬ 
ance  is  appropriate.  As  Comptroller  of  the  Currency 
Robert  Clarke  has  advised  our  District  officials,  we  will 
“look  for  opportunities  to  grant  forbearance,  not  deny  it.” 

Effect  of  Policies  on  Loan  Customers  and 
Communities 

The  Office’s  five-point  program  is  expected  to  provide 
national  agricultural  and  oil  and  gas  banks  with  the  in¬ 
centives  and  the  time  to  meet  the  needs  of  the  borrow¬ 
ers  and  communities  that  they  serve.  The  program  en¬ 
courages  banks  to  enter  into  work-out  plans  with  their 
agricultural  and  energy  borrowers  who  are  experiencing 
temporary  difficulties.  Such  encouragement  should  in¬ 
crease  the  likelihood  that  loan  restructurings  are  ar¬ 
ranged,  reduce  borrowers’  debt  service  requirements, 
and  keep  forclosures  to  a  minimum. 

Banks  are  encouraged  to  make  use  of  FAS  15,  which  was 
adopted  by  the  accounting  profession  in  1977,  to  account 
for  restructured  debt.  FAS  15  can,  under  certain  circum¬ 
stances,  be  used  to  account  for  concessions  in  financ¬ 
ing  terms  (/.a,  reduction  of  either  principal  or  interest) 
granted  to  borrowers  experiencing  financial  difficulty 
without  requiring  the  lender  to  record  any  losses.  FAS  15 
applies  to  restructurings  of  loans  in  any  industry,  not  just 
agricultural  or  oil  and  gas  loans.  In  order  to  promote  loan 
restructurings,  revisions  are  being  made  to  the  Call 
Report  treatment  of  restructured  debt  so  that  restructured 
loans  being  paid  in  accordance  with  their  new  terms  are 
reported  independently  of  problem  loans.  It  is  expected 
that  encouraged  use  of  generally  accepted  accounting 
principles,  such  as  FAS  15,  and  new  reporting  require¬ 
ments  for  restructured  loans,  will  increase  the  likelihood 
that  banks  will  be  more  willing  to  restructure  problem 
agricultural  and  oil  and  gas  loans. 

Probably  the  most  significant  aspect  of  the  Office’s  five- 
point  program  to  assist  troubled  agricultural  and  oil  and 
gas  banks  is  the  capital  forbearance  policy.  The  minimum 
primary  capital  ratio  established  by  regulation  is  51/2  per¬ 
cent  of  total  assets  for  well-managed  banks.  The  bank¬ 
ing  agencies  require  each  bank  to  maintain  capital,  above 
the  5V2  percent  threshhold,  adequate  for  its  particular 
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circumstances,  including,  as  in  the  case  of  troubled  agri¬ 
cultural  and  oil  and  gas  banks,  its  level  of  weakened  as¬ 
sets  and  its  limited  diversification  of  risks. 

Bank  regulators  monitor  capital  levels  to  assess  the 
strength  of  an  individual  bank.  Under  the  capital  forbear¬ 
ance  policy,  the  OCC  will  not  take  action  to  enforce  mini¬ 
mum  capital  requirements  on  a  bank  whose  primary  cap¬ 
ital  ratio  declines  below  the  threshhold  levei  of  5Vz 
percent,  to  no  less  than  4  percent  before  December  31, 
1987,  provided  the  bank  meets  the  following  qualifications 
and  conditions: 

•  The  bank  must  have  agricultural  and  oil  and  gas 
loans  that,  in  the  aggregate,  are  equal  to  or  greater 
than  25  percent  of  the  bank’s  total  loans  and 
leases,  net  of  unearned  income; 

•  The  weakened  capital  position  of  the  bank  must 
be  largely  the  result  of  problems  in  the  agricultur¬ 
al  and/or  oil  and  gas  sectors  of  the  economy; 

•  The  bank  must  be  well-managed; 

•  The  bank  must  submit  an  acceptable  plan  for 
restoring  capital  to  the  minimums  required  by 
January  1,  1993;  and 

•  The  bank  must  commit  to  file  annual  progress 
reports  regarding  compliance  with  its  capital  plan. 

Furthermore,  on  a  case-by-case  basis,  this  Office  will  con¬ 
sider  applications  for  capital  forbearance  from  banks  with 
primary  capital  ratios  lower  than  4  percent  from  banks 
that  do  not  meet  the  definition  of  an  agricultural/oil  and 
gas  bank  but  nevertheless  are  suffering  capital  declines 
due  to  problems  in  the  agricultural  and  oil  and  gas 
sectors. 

The  Office’s  capital  forbearance  also  extends  to  well- 
managed  agricultural  and  oil  and  gas  banks  whose  cap¬ 
ital  falls  well  below  historical  levels  as  a  result  of  losses 
from  those  sectors  of  the  economy,  yet  remains  above 
regulatory  minimums.  These  banks  will  not  be  subject¬ 
ed  to  regulatory  actions  solely  on  the  basis  of  that  decline 
in  capital,  as  some  believed  they  might  have  been  in  the 
past.  We  expect  that  the  number  of  banks  fitting  this 
description  far  exceeds  the  number  whose  capital  falls 
below  regulatory  minimums.  As  of  yearend  1985,  only  15 
national  agricultural  and  oil  and  gas  banks  had  a  primary 
capital  ratio  below  the  regulatory  minimum  of  5V2  per¬ 
cent,  but  241  of  the  approximately  870  national  agricul- 
tural/oil  and  gas  banks  suffered  losses  that  year. 

The  capital  forbearance  policy  enables  banks  to  recog¬ 
nize  loan  losses  and  restructure  problem  loans  with  the 
ability  to  operate  temporarily  with  lower  levels  of  capital 
than  other  wise  would  be  appropriate  Capital  forbearance 


is  a  significant  regulatory  policy  intended  to  assist  trou¬ 
bled  oil  and  gas  and  agricultural  banks  through  a  diffi¬ 
cult  economic  period.  Bankers'  recognition  of  regulators' 
willingness  to  grant  forbearance,  rather  than  a  percep¬ 
tion  that  regulators  always  take  enforcement  action 
against  declining  capital  levels,  is  expected  to  improve 
the  opportunities  for  borrowers  to  seek  and  receive  re¬ 
structured  loan  terms. 

Furthermore,  it  is  our  hope  that  the  capital  forbearance 
plan  will  encourage  banks  to  take  advantage  of  the  Farm¬ 
ers  Home  Administration’s  (FmHA)  guarantee  programs. 
Under  such  programs,  FmHA  typically  guarantees  a  per¬ 
centage  of  a  renegotiated  loan  on  which  the  bank  has 
made  interest  and/or  principal  concessions  sufficient  to 
enable  the  borrower  to  service  the  restructured  debt.  Be¬ 
cause  of  our  capital  forbearance  policy,  loan  write-downs 
could  qualify  loans  for  such  FmHA  programs,  but  would 
not  trigger  a  regulatory  requirement  for  prompt  capital 
restoration.  Therefore,  to  the  extent  that  the  capital  for¬ 
bearance  policy  increases  participation  in  FmHA  guaran¬ 
tee  programs,  borrowers  will  have  increased  opportuni¬ 
ties  to  work  their  way  out  of  current  problems. 

In  addition,  the  Office's  increase  in  the  lending  limit  helps 
banks  continue  lending  to  their  local  communities  despite 
the  fact  that  loan  losses  remain  high.  As  a  result  of  the 
increased  lending  limit,  banks  will  be  able  to  continue  to 
meet  the  financial  needs  of  their  communities  through¬ 
out  the  downturns  in  agriculture  and  oil  and  gas. 

When  bankers  anticipate  regulatory  enforcement  action, 
they  feel  pressure  to  look  for  short-term  solutions  to 
problem  loans.  Short-term  solutions  can  often  be  dras¬ 
tic.  But,  when  bankers  are  aware  that  their  regulators  are 
going  to  look  at  long-term  solutions  to  bankers’  problems, 
bankers  have  more  opportunities  to  look  at  long-term  so¬ 
lutions  to  their  borrower’s  problems.  We  believe  that  our 
capital  forbearance  policies  —  our  enforcement  posture, 
support  for  GAAP  accounting,  reporting  changes,  and 
lending  limit  changes  —  all  remove  impediments  that 
bankers  faced  in  dealing  with  their  troubled  borrowers. 

Requests  for  Capital  Forbearance 

The  success  of  the  capital  forbearance  policies  in  meet¬ 
ing  their  objectives  are,  of  course,  dependent  on  actions 
bankers  undertake.  Our  capital  forbearance  policies  were 
introduced  on  March  28,  1986,  and  therefore,  have  been 
in  effect  about  two  months. 

Our  records  show  that  as  of  yearend  1985,  about  870 
national  banks  met  the  definition  of  agricultural/oil  and 
gas  banks  as  defined  for  purposes  of  our  capital  forbear¬ 
ance  policies  {i.e.,  had  aggregate  agricultural  and  oil  and 
gas  loans  equal  to  or  greater  than  25  percent  of  the 
bank’s  total  loans  and  leases,  net  of  unearned  income). 
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Almost  half,  405,  are  in  our  seven-state  Midwestern  Dis¬ 
trict;  207  are  in  the  Southwestern  District;  166  are  in  the 
Central  District;  81  are  the  Western  District;  4  are  in  the 
Southeastern  District,  and  3  are  in  the  Northeastern 
District. 

As  of  early  June,  we  had  received  14  requests  that  we 
grant  capital  forbearance.  Each  of  the  14  banks  was  sub¬ 
ject  to  a  formal,  enforceable  regulatory  action  at  the  time 
that  it  made  its  initial  written  request.  Some  of  the  initial 
communications  did  not  provide  sufficient  information  for 
the  OCC  to  make  a  decision,  and  where  appropriate  we 
have  sought  additional  information.  A  description  of  the 
current  status  of  the  14  cases  is  set  forth  below. 


Capital  Forbearance  Requests 


District 

Primary  Capital 
Ratio 

Status  as 
Ag/Oil  &  Gas 
Bank 

Status 

Southwestern 

4.25% 

Not  determined 

Pending 

Southwestern 

6.58% 

Not  determined 

Pending 

Southwestern 

6.05% 

No 

Denied 

Southwestern 

5.82% 

Agricultural 

Approved 

Southwestern 

6.57% 

Agricultural 

Approved 

Southwestern 

Negative 

Not  determined 

Bank  failed 

Central 

5.49% 

Agricultural 

Pending 

Central 

7.85% 

Agricultural 

Pending 

Central 

4.50% 

No 

Withdrawn 

Midwestern 

5.42% 

Agricultural 

Pending 

Midwestern 

7.60% 

Agricultural 

Pending 

Midwestern 

6.30% 

No 

Pending 

Midwestern 

3.71% 

Agricultural 

Approved 

Midwestern 

6.25% 

Agricultural 

Approved 

The  one  bank  that  was  denied  some  form  of  capital  for¬ 
bearance  was  neither  an  agricultural  nor  an  oil  and  gas 
bank.  Its  problems  were  not  attributable  to  problems  with¬ 
in  the  agricultural  or  oil  and  gas  sectors.  The  bank  has 
not  been  well  managed,  it  had  longstanding,  chronic  cap¬ 
ital  problems,  and  its  management  and  board  of  direc¬ 
tors  had  not  paid  adequate  attention  to  the  bank's  capi¬ 
tal  adequacy.  The  bank  is  presently  subject  to  a  cease 
and  desist  order. 

Our  meetings  with  various  bankers  in  the  Midwest  and 
Southwest,  and  with  the  ABA/I  BAA  Agricultural  Task 
Force,  lead  us  to  believe  that  there  are  many  bankers  who 
were  hesitant  to  make  the  judgment  call  that  certain  loans 
should  be  written  off.  solely  because  they  feared  that  their 
regulators  would  respond  with  a  request  for  additional 
capital.  These  banks  may  have  capital  ratios  at  or  above 
9  percent  and  were  anticipating  writing  off  enough  loans 
to  drop  their  capital  ratios  down  to  perhaps  6  percent. 
They  were  concerned  that  such  a  capital  decline  would 
prompt  the  regulatory  agencies  to  demand  that  capital 
be  restored  toward  historical  levels  within  a  matter  of  a 
few  months. 


The  capital  forbearance  policy  makes  clear  that  well- 
managed  agricultural/oil  and  gas  banks  in  that  situation 
have  nothing  to  fear.  Banking  Circular  212  states  that  we 
will  not  take  an  enforcement  action  solely  on  the  basis 
of  such  a  decline  in  capital.  Bankers  are  encouraged  to 
recognize  their  losses,  work  with  their  borrowers,  and 
make  long-term  plans  to  ensure  adequate  capital.  This 
Office’s  capital  forbearance  policies  support  those  efforts. 


Monitoring  Capital  Forbearance  Policy 
Implementation 

You  asked  us  specifically  to  advise  the  Committee  of  our 
efforts  to  monitor  the  capital  forbearance  policies.  This 
monitoring  takes  many  forms.  For  example,  the  Office  is 
monitoring  action  on  specific  requests  for  capital  forbear¬ 
ance  at  the  District  office  level.  Potential  applicants  re¬ 
quire  time  to  verify  the  eligibility,  to  develop  plans  for 
restoring  capital  by  January  1,  1993,  and  to  submit  ap¬ 
plications. 

We  are  monitoring  banks  whose  capital  declines  through 
our  normal  examination  and  supervisory  processes.  Our 
Washington,  D.C.  headquarters  also  monitors  District 
treatment  of  such  banks  during  our  periodic  quality  con¬ 
trol  reviews  of  their  compliance  with  nationwide  policies. 
In  addition,  we  will  be  able  to  monitor  the  impact  of  the 
lending  limit  changes  through  an  analysis  of  information 
to  be  submitted  by  banks  in  the  revised  call  reports,  after 
their  June  30,  1986,  implementation. 

Last  but  not  least,  we  expect  to  receive  feedback  from 
the  banking  industry  and  farmer  organizations  on  the  ef¬ 
fectiveness  of  our  policies.  These  groups  were  instrumen¬ 
tal  in  bringing  the  extent  of  problems  and  a  variety  of  pos¬ 
sible  actions  to  our  attention  before  we  issued  Banking 
Circular  212,  and  we  are  certain  that  we  will  hear  from 
them  if  additional  actions  are  desired. 


Conclusion 

We  believe  that  the  regulatory  policies  contained  in  our 
five-point  program  will  provide  agricultural  and  oil  and 
gas  banks  with  the  incentives  and  the  time  needed  to 
address  asset  quality  problems  in  an  orderly  manner,  to 
meet  the  needs  of  the  borrowers  they  serve,  and  to  help 
rehabilitate  both  the  borrowers  and  the  bank.  It  is  only 
by  identifying  their  losses  and  restructuring  credits  that 
these  banks  will  be  able  to  improve  the  quality  of  their 
portfolios,  and  regulators'  capital  forbearance  policies  are 
a  key  ingredient  in  enabling  banks  to  do  so. 
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Remarks  by  Robert  L.  Clarke,  Comptroller  of  the  Currency,  before  the  Annual 
Convention  of  the  New  Mexico  Bankers  Association,  Santa  Fe,  New  Mexico, 
June  21,  1986 


In  my  seven  months  as  Comptroller  of  the  Currency  I’ve 
become  convinced  that  bank  supervision  is  much  more 
of  an  art  than  it  is  a  science.  Why?  As  with  painting,  draw¬ 
ing  and  sculpture,  so  much  of  bank  supervision  revolves 
around  perspective,  point  of  view,  the  way  things  are  ap¬ 
proached.  There  is  generally  more  than  one  perspective 
on  anything. 

Many  years  ago,  Moses  discovered  how  important  per¬ 
spective  in  decision  making  can  be  when  he  found  him¬ 
self  and  his  band  of  followers  being  pursued  by  enemy 
soldiers  toward  the  shores  of  the  Red  Sea.  Upon  arriv¬ 
ing  at  those  shores,  Moses  —  who  had  some  previous 
experience  with  the  seemingly  impossible  and  was 
receiving  guidance  from  sources  which  may  be  unavail¬ 
able  to  the  banking  industry  —  called  together  his  advi¬ 
sors  to  get  their  advice  on  what  he  was  about  to  do.  Being 
a  wise  leader,  he  counted  among  his  advisors  a  lawyer, 
a  physician,  an  engineer,  and,  of  course,  a  public  rela¬ 
tions  agent. 

He  proposed  to  the  group  a  somewhat  revolutionary  plan 
to  part  the  waters  of  the  Red  Sea  and  lead  his  followers 
to  a  clean  getaway.  Then  he  turned  to  the  advisors  for 
their  responses. 

The  engineer  spoke  first  and  pointed  out  that,  of  course, 
the  wall  of  water  created  on  each  side  of  the  passage¬ 
way  would  have  no  support,  would  be  structurally  un¬ 
sound  and  would  be  likely  to  fall  in  on  the  escapees  at 
any  time  —  and  he  advised  against  the  idea. 

Turning  next  to  the  physician,  Moses  was  advised  that 
the  mud  at  the  bottom  of  stagnant  bodies  of  water  con¬ 
tains  bacteria  and  disease  which  would  surely  be  trans¬ 
mitted  to  the  fleeing  multitudes  and  strongly  urged 
against  the  venture. 

Lawyers,  as  you  know,  always  practice  the  art  of  the  pos¬ 
sible.  So  believing  that  he  would  surely  get  some  en¬ 
couragement  from  his  lawyer,  Moses  turned  to  him.  But 
no,  the  lawyer  had  quickly  noted  that  parting  the  waters 
would  create  a  rise  in  the  overall  water  level  of  the  sea 
-  surely  flooding  all  property  owners  located  at  the 
water’s  edge  and  creating  massive  potential  class  action 
liability.  "Don’t  take  the  risk,"  he  said 

Finally,  feeling  somewhat  frustrated  and  seeing  dust 
clouds  on  the  horizon  from  the  pursuing  enemy,  Moses 
turned  to  his  public  relations  agent.  "Well  boss,"  the  agent 
replied,  I've  listened  to  all  of  these  other  advisors,  and 
l  don  t  know  whether  you  can  do  it,  or  whether  you  ought 


to  do  it.  But  if  you  can  do  it,  I  can  get  you  three  pages 
in  the  Old  Testament!" 

There  are  two  ways  that  bank  supervisors  can  approach 
their  job.  The  first  is  to  look  at  supervision  as  a  system 
of  rules  and  regulations  that  banks  must  follow  —  and 
to  stop  there.  No  one  doubts  that  rules  and  regulations 
are  necessary.  Banks  deal  with  large  amounts  of  other 
peoples’  money,  so  there  must  be  regulation  to  insure 
not  only  that  banks  deal  with  it  honestly,  but  also  that  they 
do  not  take  unwarranted  risks  with  the  funds  entrusted 
to  them.  In  recognition  of  this  need,  bank  regulation  is 
ingrained  in  our  political  system  and  is  universally  ac¬ 
cepted. 

If  bank  supervisors  stop  here,  however,  there  is  the  danger 
that  bank  supervision  will  ultimately  become  sterile  and 
intimidating.  And,  in  the  process,  it  may  become  counter¬ 
productive  by  sparking  misunderstanding  on  the  part  of 
the  object  of  supervisory  efforts. 

The  second  way  bank  supervisors  can  approach  their 
job  starts  with  the  rules  and  regulations  where  the  first 
approach  stops.  It  adds  to  those  rules  and  regulations 
another  —  and  I  believe  crucial  —  element,  judgment: 
judgment  as  a  factor  on  both  sides  of  the  regulatory  equa¬ 
tion,  judgment  on  the  part  of  the  supervisors,  and  judg¬ 
ment  on  the  part  of  the  supervised. 

As  a  first  step  toward  this  second  approach,  we  supervi¬ 
sors  must  ask  ourselves:  What  is  our  objective?  Is  it  to 
ensure  compliance  with  our  rules  and  regulations?  Yes 
—  but  only  as  far  as  these  rules  and  regulations  are  a 
means  to  a  greater  end. 

That  greater  end  is  the  safety  and  stability  of  the  bank¬ 
ing  system.  By  maintaining  that  safety  and  stability,  we 
instill  public  confidence  in  the  banking  system,  which  in 
turn  is  an  invaluable  resource  for  bankers.  In  crafting  regu¬ 
lations  and  policies  to  maintain  safety  and  stability,  bank 
supervisors  must  then  use  our  judgment  to  insure  that 
the  rules  don’t  become  overly  restrictive  and  that  the 
opportunity  for  dialogue  among  the  supervisors  and  the 
supervised  remains  open. 

Another  way  to  view  the  two  approaches  to  bank  super¬ 
vision  would  be  to  look  at  the  first  approach  as  "polic¬ 
ing"  and  the  second  as  "doctoring."  I  clearly  favor  the 
second  approach. 

The  analogy  between  bank  supervisors  and  physicians 
is  an  apt,  though  not  complete,  one.  Because  doctors 
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are  scientists  and  artists  —  not  divine  beings  —  there  are 
limits  to  what  they  can  do.  Sometimes  their  patients  are 
disappointed  as  doctors  cannot  perform  miracles.  Many 
people,  however,  consult  doctors  for  advice  on  how  to 
manage  their  lifestyles  to  increase  their  potential  and  their 
performance  by  doing  the  right  things:  diet,  exercise,  rest. 
True,  the  bank  supervisor  can  be  the  doctor  who  pulls 
the  plug  after  the  vital  signs  of  the  patient  indicate  a  ces¬ 
sation  of  life.  We  never  cause  a  bank’s  demise,  but  are 
always  a  witness  to  it.  But  the  supervisor  can  also  be  the 
health  consultant  who  dispenses  advice  on  increasing 
vitality  and  vigor.  When  necessary,  the  supervisor  as  doc¬ 
tor  formulates  a  treatment  to  meet  those  goals  —  a  treat¬ 
ment  that  can  range  from  increasing  weight  in  the  form 
of  capital  or  loan  loss  reserves  to  types  of  major  surgery 
such  as  removal  of  management  —  but  a  treatment  is 
always  designed  with  the  best  interest  of  the  patient  in 
mind. 

To  carry  the  analogy  a  bit  further,  the  fact  is  that  many 
sick  banks  do  return  to  full  financial  health,  most  often 
as  a  result  of  cooperative  efforts  between  bank  manage¬ 
ment  and  bank  supervisors.  In  1984,  123  banks  moved 
off  our  Office’s  list  of  banks  requiring  special  supervisory 
attention.  In  1985,  another  139  returned  to  full  health.  I 
liken  our  special  supervisory  efforts  to  an  intensive  care 
unit.  And  I  believe  these  recovered  banks  are  a  basic 
measure  of  the  OCC's  success  —  along  with  the  thou¬ 
sands  of  banks  that  don’t  make  the  problem  list  to  begin 
with. 

What  determines  whether  the  bank  supervisor  acts  as 
police  or  physician?  What  determines  whether  the  super¬ 
visory  effort  is  aimed  primarily  at  ensuring  compliance 
or  fostering  preventative  medicine? 

Bankers,  for  the  most  part.  For  supervisors  to  be  able  to 
use  their  judgment,  bankers  must  first  use  their  own. 
Regulation  is  no  replacement  for  good  management.  It’s 
major  virtue  is  that  it  helps  contain  the  damage  from  bad 
management.  But  if  bankers  don’t  evidence  good  man¬ 
agement,  bank  supervisors  must  and  will  concentrate  on 
damage  containment. 

Recently,  I  came  across  a  sterling  example  of  what  I  con¬ 
sider  to  be  a  lack  of  good  judgment  in  bank  manage¬ 
ment.  The  American  Banker  a  couple  of  months  ago  pub¬ 
lished  a  profile  of  two  banks  —  and  the  bankers  who  run 
them  —  in  Littlefield,  Texas,  a  town  of  7,400  people  about 
400  miles  north  of  Lubbock.  In  the  article,  the  chairman 
of  one  of  the  banks  —  a  national  bank  —  discussed  how 
he  approaches  the  business  of  banking  and  I  disagree 
with  about  everything  he  said. 

He  said:  “If  an  old  boy  comes  in  here  and  wants  a  loan, 
we  might  go  out  and  get  drunk,  and  we’re  friends.  That’s 
how  I  know  whether  to  make  a  loan  or  an  exception.  I 


don’t  get  a  financial  statement,  but  I  know  the  old  boy. 

I  know  what  corner  the  barn’s  on  and  I  know  which  way 
the  door  opens.  I  don’t  need  a  financial  statement.  I  al¬ 
ready  know  what  it  is.  A  lot  of  banks  have  formal  meet¬ 
ings  of  their  lending  officers,  but  we  just  get  together  and 
talk.  The  national  bank  examiners  strongly  recommend 
you  have  a  written  loan  policy.  We  just  don't  do  it.  I  know 
what  the  loan  policy  is.  That  turns  the  bank  examiners 
six  ways  to  hell,”  he  concluded. 

I  can  understand  why.  The  customers  he  works  with  may 
have  tremendous  personal  integrity  and,  all  things  being 
equal,  will  endeavor  to  repay  their  loans.  But  all  things 
may  not  be  equal.  The  customers  may  be  overextended 
in  debt  to  other  lenders  or  have  other  commitments.  They 
may  have  other  cash  flow  problems.  The  analysis  of  a 
financial  statement  would  reveal  these  factors,  which 
otherwise  might  go  undiscovered. 

Furthermore,  formal  loan  policies,  a  loan  committee,  and 
an  internal  review  process  are  not  just  fancy  window 
dressing  for  the  credit  extension  function  —  they  form  a 
fundamental  system  of  checks  and  balances  for  that 
process.  They  are  a  check  for  the  pressure  on  bank 
management  to  extend  credit  to  make  the  institution  grow. 
A  formal  loan  committee  —  including  outside  directors 
—  can  ask  management  the  devil’s  advocate-type  ques¬ 
tions  that  ensure  management  has  the  right  answers.  An 
internal  review  process  can  ensure  that  credit  extension 
is  based  on  objective  factors  —  such  as  sufficient  col¬ 
lateral  —  not  just  personal  relationships.  They  balance 
the  management’s  understandable  desire  to  serve  the 
market  against  the  needs  of  the  lending  institution. 

For  11  years,  I  served  on  a  loan  committee  myself  —  a 
committee  that  met  once  a  week  —  and  from  my  per¬ 
sonal  experience  I  can  say  that  these  devices  work  in  the 
best  interest  of  the  lending  institution. 

The  purpose  of  requiring  financial  statements  from  bor¬ 
rowers  —  the  purpose  of  formal  loan  committee  meet¬ 
ings  —  the  purpose  of  a  written  loan  policy  —  the  pur¬ 
pose  of  all  these  tools  —  is  to  monitor  and  maintain  control 
of  the  internal  workings  of  a  bank.  Together  and  with  other 
such  tools  they  form  an  early  warning  system  to  problems. 
Together  and  with  other  such  tools  they  grant  bankers 
more  control  over  problems  when  they  do  arise.  In  good 
times,  a  bank  can  possibly  survive  without  them.  In  bad 
times,  however,  without  them  bankers  are  adrift.  And 
banking  is  no  longer  the  kind  of  business  where,  in  good 
times  or  in  bad,  bankers  can  prosper  by  drifting  with  the 
current. 

It  seems  to  me  that  bankers  today  must  take  control  of 
their  own  destiny.  Let  me  ask  the  question:  suppose  there 
were  no  regulators?  It’s  your  stockholders,  your  capital, 
your  job  and  your  reputations  that  are  at  risk.  What  would 
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you  do  to  protect  yourselves  by  way  of  assessing  risk, 
providing  capital,  opting  out  of  an  unprofitable  business 
and  on  and  on?  Ideally,  this  should  be  the  principal  func¬ 
tion  of  bank  management  —  not  bank  regulators. 

The  good  managers  are  the  ones  who  will  stay  ahead 
of  the  game  —  implementing  the  systems  of  internal  con¬ 
trol,  using  early  warning  systems,  establishing  adequate 
reserves  and  capital,  and  the  like.  The  bank  supervisors’ 
role  should  be  to  focus  on  these  internal  processes  — 
checking  to  see  whether  policies  are  working  or  not  work¬ 
ing.  Obviously,  we  can  only  focus  on  internal  processes 
if  they  are  there.  Bank  supervisors  should  deal  with  those 
institutions  that,  for  reasons  of  errors  in  judgment  or 
simple  bad  luck,  have  fallen  into  a  position  of  abnormal 
risk.  Supervisors  should  not  make  the  important  decisions 
for  banks.  Bankers  should  make  the  important  decisions 
for  banks.  And  I  believe  those  decisions  should  be  made 
for  what  is  best  for  the  bank  in  the  long  run.  For  many 
bankers,  that  will  mean  avoiding  the  temptation  toward 
management  by  quarterly  expectations  —  the  “what  did 
you  do  for  me  this  quarter”  syndrome.  But  if  bankers  are 
to  take  control  of  their  own  destiny,  then  the  first  step  is 
for  bankers  individually  to  have  a  destiny  in  mind. 

The  time  has  never  been  more  right  to  transform  bank¬ 
ing  supervision  into  a  more  consultative  relationship  with 
the  supervised.  There  is  a  simple  reason  why.  In  respond¬ 
ing  to  the  evolution  of  the  financial  services  marketplace, 
the  banking  system  is  changing,  the  business  of  bank¬ 
ing  is  changing  and  bank  supervision  must  change,  too. 
In  an  earlier,  simpler  time,  bank  supervisors  could  act  as 
a  police  force  for  the  banking  system  and  stop  there  be¬ 
cause  the  stability  of  the  system  was  a  given.  In  that  stable 
world,  if  a  banker  followed  the  rules,  success  was  practi¬ 
cally  assured.  It  was  a  world  in  which  there  were  right 
answers  and  wrong  answers.  Today,  banking  is  much 
more  difficult.  There  can  be  many  wrong  answers,  but 
there  are  fewer  and  fewer  standard  right  answers  that  can 
be  relied  upon  on  all  occasions.  As  a  result,  bankers  have 
a  need  for  objective,  professional  advice.  Bank  supervi¬ 
sors  can  give  that  type  of  advice,  that  needed  direction. 
With  a  slight  shifting  of  perspective,  I  believe  that  bankers 
can  come  to  see  their  supervisors  even  more  as  one  of 
their  more  important  advisory  resources. 


If  you  don’t  agree  with  the  advice  —  the  direction  —  you 
have  been  given,  I  urge  you  to  seek  a  second  opinion. 
In  the  case  of  special  project  banks,  you  can  turn  to  the 
district  offices.  And  we’ve  established  field  offices  so  that 
bankers  from  healthier  institutions  won’t  feel  they  have  no 
recourse  —  no  court  of  appeals  —  if  they  are  faced  with 
examination  results  they  don’t  agree  with.  These  field 
offices  are  staffed  with  senior  agency  officials  who  have 
the  responsibility  of  reviewing  your  disagreements.  They 
have  been  freed  from  day-to-day  examination  responsi¬ 
bilities  so  that  they  have  the  time  and  other  resources  to 
devote  to  a  review.  This  doesn’t  mean  that  bankers  should 
appeal  every  nitty-gritty  problem  they  have  —  but  if  you 
have  a  major  grievance  you  never  have  to  feel  hesitant 
or  reluctant  to  air  it  with  the  agency. 

If  I  could  leave  you  with  one  thought  today  it  would  be 
the  one  Preacher  Knight,  for  many  years  a  bank  examiner 
in  Texas,  carried  with  him  on  his  duties:  “Every  day  is 
Judgment  Day.  Use  some  today."  Use  some  today  and 
take  those  internal  actions  that  sum  up  good  manage¬ 
ment.  Use  some  today  and  bank  supervision  can  be¬ 
come  less  a  matter  of  cleaning  up  from  yesterday  and 
become  more  a  matter  of  helping  you  plan  for  tomorrow. 

When  the  voters  of  Britain  returned  Winston  Churchill  to 
10  Downing  Street  in  1951,  he  soon  scheduled  a  trip  to 
inspect  the  N  ATO,  defenses.  On  his  way  by  plane  to 
meet  the  head  of  Cyprus,  Archbishop  Makarios,  Churchill 
asked  his  Defense  Minister,  Harold  Macmillan,  what  kind 
of  man  the  Archbishop  was.  “Is  he,"  Churchill  asked,  “one 
of  those  priestly  ascetics  concerned  only  with  spiritual 
grace  or  one  of  those  crafty  prelates  concerned  rather 
with  temporal  matters?” 

“Regrettably,”  replied  Macmillan,  “the  Archbishop  seems 
to  be  one  of  the  latter.” 

“Good,”  replied  Churchill,  rubbing  his  hands,  “we  can 
work  together,” 

Because  we  share  common  concerns,  because  we  have 
a  community  of  interest,  I  have  no  doubt  that  we  can  work 
together,  too. 


Statement  of  Robert  R.  Bench,  Deputy  Comptroller  of  the  Currency,  before 
the  Senate  Subcommittee  on  International  Finance  and  Monetary  Policy  of 
the  Committee  on  Banking,  Housing  and  Urban  Affairs,  Washington,  D.C., 
June  25,  1986 


Mr  Chairman  and  members  of  the  Subcommittee,  I  am 
pleased  to  have  this  opportunity  to  discuss  the  Interna¬ 
tional  Lending  Supervision  Act  (ILSA)  as  well  as  its  im¬ 
pact  on  international  lending  practices  and  the  interna¬ 
tional  debt  situation 


In  my  statement  this  morning,  I  will  begin  with  a  brief 
review  of  international  lending  currently  being  done  by 
U.S.  banks.  That  will  be  followed  with  an  update  on  the 
implementation  of  the  various  components  of  ILSA.  Fi¬ 
nally,  I  would  like  to  discuss  the  progress  that  has  been 
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made  by  U  S.  banks  and  debtor  countries  in  strengthen¬ 
ing  their  positions  vis-a-vis  international  debt. 

Current  International  Lending  by  U.S.  Banks 

U.S.  banks  reported  holding  $312  billion  in  cross-border, 
non-local  currency  claims  (transfer  risk)  as  of  December 
31,  1985.  That  amount  represents  11  percent  of  the  total 
assets  in  the  U.S.  banking  system  as  of  that  date. 

These  international  exposures  are  concentrated  in  a  rela¬ 
tively  small  number  of  U.S.  banks. 


Nine  Money  Center  Banks 

$181  billion 

58% 

Fifteen  Other  Large  Banks 

61 

20% 

173  Other  Banks 

70 

22% 

$312  billion 

100% 

Seventy-four  percent  of  the  lending  is  to  foreign  banks 
and  private  sector  borrowers,  while  sixty-six  percent  is 

short-term. 

Foreign  Banks 

$147  billion 

47% 

Private  Sector 

84 

27% 

Governments  and  Agencies 

81 

260/o 

$312  billion 

1 00% 

Under  One  Year 

$206  billion 

660/0 

One  to  Five  Years 

69 

22% 

Over  Five  Years 

37 

12o/o 

$312  billion 

1 00% 

About  $100  billion,  or  one-third,  of  the  lending  has  been 

made  to  developing  countries. 

Developed  Countries 

$178  billion 

57o/o 

OPEC  &  Developing 

120 

39% 

Countries 

Banking  Centers  and 

10 

30/0 

Multilateral  Institutions 
Eastern  Europe 

4 

lo/o 

$312  billion 

100% 

Progress  in  Implementing 

ILSA 

On  May  30,  1 984,  the  federal  banking  agencies  reported 
to  the  Congress  on  their  actions  to  implement  uniformly 
the  provisions  and  Congressional  intent  of  ILSA.  That 
implementation  continues  today,  as  the  agencies  regu¬ 
larly  review  and  modify  their  programs  in  light  of  experi¬ 
ence.  We  continue  to  believe  that  ILSA  provides  a  sound 
legislative  framework  for  supervising  international  lend¬ 
ing  and  no  amendments  or  additional  legislative  authori¬ 
ties  are  recommended  at  this  time.  ILSA  and  the  super¬ 


visory  policies  that  implement  it  affect  many  banks'  lend¬ 
ing  practices. 

Under  ILSA,  U.S.  banks  have  been  required  to  report 
comprehensively  their  international  exposures  quarterly. 
These  reports  include  data  on  the  banks’  largest  expo¬ 
sures,  which  we  now  disclose  under  certain  circum¬ 
stances  to  the  public  on  request.  This  year,  we  strength¬ 
ened  the  reports  by  requiring  improved  data  on  banks’ 
international  risk  distribution,  trade  credits  of  off-balance 
sheet  activities.  As  a  result  of  ILSA,  more  frequent, 
accurate,  and  useful  information  about  U.S.  banks’  inter¬ 
national  activities  is  now  available  to  bank  management, 
bank  supervisors,  the  markets,  and  the  general  public. 

ILSA  imposed  new  fee  accounting  and  loan  documen¬ 
tation  requirements.  During  the  past  two  years,  U.S. 
banks  continually  have  rescheduled  many  international 
loans  and  selectively  made  new  project  loans  in  certain 
countries.  We  know  of  no  case  where  the  related  fee  ac¬ 
counting  and  loan  documentation  requirements  of  ILSA 
were  an  impediment  to  these  activities. 

ILSA  provided  more  useful  tools  for  supervisory  evalua¬ 
tion  of  U.S.  banks’  foreign  country  exposures  and  the 
integration  of  those  evaluations  into  supervisors’  overall 
assessment  of  each  bank’s  condition  and  capital 
adequacy. 

•  Since  the  passage  of  ILSA,  the  banking  agencies 
have  instituted  through  the  Interagency  Country 
Exposure  Review  Committee  (ICERC),  a  new 
series  of  risk  categorizations  for  transfer  risks  in 
U.S.  banks’  portfolios.  For  transfer  risks  catego¬ 
rized  as  “Value  Impaired’’  by  ICERC,  the  agen¬ 
cies  have  mandated  Allocated  Transfer  Risk 
Reserves. 

•  Those  ICERC  categorizations  have  been  integrat¬ 
ed  into  overall  supervisory  assessments  of  U.S. 
banks;  discussed  in  the  agencies’  meetings  with 
boards  of  directors;  and,  factored  into  supervisory 
calls  for  more  reserves  and  capital  at  several 
banks. 

ILSA  contains  a  number  of  provisions  that  support  super¬ 
visory  efforts  to  ensure  that  U.S.  banking  institutions  main¬ 
tain  adequate  levels  of  capital.  Under  those  provisions, 
we,  together  with  the  Federal  Reserve  and  FDIC,  adopt¬ 
ed  in  early  1985  uniform  minimum  capital  requirements 
for  all  commercial  banks.  We  also  sent  to  all  national 
banks  in  1985  a  banking  issuance  emphasizing  the  im¬ 
portance  of  maintaining  an  adequate  allowance  for  loan 
and  lease  losses.  The  circular  pointed  out  the  importance 
of  developing  a  process  for  evaluating  the  uncertainties 
in  international  lending  that  incorporates  both  credit  risk 
and  the  potential  for  transfer  risk  problems. 
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•  As  a  result  of  these  initiatives,  U.S.  banks  have  con¬ 
siderably  increased  their  capitalization  and  in  so 
doing  reduced  their  vulnerability  to  international 
debt.  Since  1982,  primary  capital  has  risen  $19 
billion  in  24  of  the  largest  U.S.  banks  engaged  in 
international  lending  and  over  $25  billion  in  the 
consolidated  holding  companies  of  those  banks. 
Primary  capital/asset  ratios  for  these  banks  im¬ 
proved  from  4.9  percent  to  6.6  percent  over  the 
same  period.  This  growth  in  capitalization  includes 
a  $3.7  billion  increase  in  loan  loss  reserves. 

•  Overall,  this  growth  in  capital,  notwithstanding 
modest  additional  lending  to  troubled  debtor 
countries,  has  significantly  lowered  U.S.  banks'  vul¬ 
nerability  to  the  international  debt  situation.  For  in¬ 
stance,  since  1983  the  nine  money  center  U.S. 
banks  have  decreased  their  Latin  American  ex¬ 
posure  as  a  percent  of  capital  from  163  percent 
to  124  percent,  while  the  15  other  large  banks 
have  decreased  their  exposure  in  Latin  America 
from  117  percent  of  capital  to  71  percent  of  capi¬ 
tal.  Capital  exposures  to  all  developing  countries 
decreased  since  1983  from  209  percent  to  148 
percent  for  nine  money  center  banks  and  from  153 
percent  to  104  percent  for  the  15  other  large 
banks. 

ILSA  also  empowered  the  OCC  to  issue  and  to  enforce 
capital  directives  requiring  a  bank  to  increase  its  capitali¬ 
zation.  This  authority  is  a  useful  supervisory  tool  and  has 
been  used  in  cases  where  a  bank’s  level  of  capital  is  an 
immediate  and  overriding  concern. 

Finally,  the  Federal  banking  agencies  have  been  making 
concerted  efforts  since  ILSA  to  enhance  cooperation  with¬ 
in  the  international  supervisory  community  and  to  make 
it  stronger.  We  have  expanded  our  participation  in  multi¬ 
lateral  groups  to  develop  a  more  compatible  international 
supervisory  framework  for  international  lending,  in  areas 
such  as  capital  measurement,  capital  adequacy,  and  off- 
balance  sheet  risks.  For  example,  the  three  agencies  are 
hosting  the  regular  June  meeting  of  the  “Cooke  Commit¬ 
tee"  this  week  in  Washington.  Bilaterally,  we  have  expand¬ 
ed  our  contacts  and  technical  assistance  to  foreign  super¬ 
visors.  This  includes  working  with  countries  to  strengthen 
their  supervisory  systems  as  part  of  their  overall  economic 
adjustment  programs.  Communication  between  interna¬ 
tional  groups  of  supervisors,  accountants,  and  bankers 
also  has  been  expanded  in  an  effort  to  better  understand 
accounting  and  supervisory  systems  in  relation  to  vari¬ 
ous  financing  alternatives  being  proposed  to  assist  debtor 
countries. 


ILSA  In  a  Broader  Context 

In  addition  to  the  improved  supervisory  framework  pro¬ 


vided  by  ILSA,  debt  rescheduling  and  modest  new  lend¬ 
ing  arranged  collectively  by  creditor  and  debtor  govern¬ 
ments,  multilateral  institutions  and  commercial  lenders, 
have  also  contributed  to  strengthening  the  international 
financial  system.  Since  1982,  the  IMF  has  lent  approxi¬ 
mately  $34  billion  to  72  countries  including  $13  billion  to 
Latin  America.  As  part  of  that  collective  effort,  commer¬ 
cial  banks  worldwide  since  1982  have  rescheduled  or 
rolled-over  about  $200  billion  of  developing  country  debt 
and  have  provided  roughly  $28  billion  in  new  loans  to 
certain  LDCs.  Overall,  these  reschedulings  and  new 
money  packages,  linked  to  economic  adjustment  by  the 
countries  themselves,  have  enabled  many  debtor  coun¬ 
tries  to  improve  their  exchange-rate,  trade,  and  liquidity 
positions,  restructure  their  debt  maturities,  maintain  debt 
service,  and  provide  a  foundation  for  economic  growth. 

In  addition,  policies  in  the  industrial  countries  succeed¬ 
ed  in  dramatically  lowering  interest  and  inflation  rates.  A 
recent  movement  toward  compatibility  of  policies  appears 
to  have  led  to  a  better  alignment  of  exchange  rates  and 
rates  of  economic  growth.  This  has  provided  developing 
countries  with  the  most  favorable  external  environment 
since  the  early  1970s  in  which  to  service  their  debt  and 
proceed  with  their  own  policies  for  sustained  growth. 

Despite  this  progress,  however,  much  more  needs  to  be 
done  to  address  the  international  debt  problem.  Some 
debtor  countries  need  to  continue  to  reduce  their  high 
rates  of  inflation  and  budget  deficits,  better  align  their 
exchange  rates,  promote  domestic  saving,  and  improve 
the  investment  climate  to  reverse  the  fundamental  prob¬ 
lems  of  capital  flight  and  an  over-reliance  on  external  bank 
lending.  A  more  hospitable  climate  for  foreign  equity 
investment  would  help  attract  foreign  funds  without 
adding  to  the  debt  service  problem.  However,  until  cer¬ 
tain  debtor  countries  implement  credible  policies  that 
provide  their  citizens  with  confidence  to  invest  their  capi¬ 
tal  in  their  own  country,  additional  and  alternative  flows 
of  foreign  capital  may  be  difficult  to  envision. 

Commercial  bank  lenders  continually  need  to  balance 
their  policies  as  well.  As  discussed  earlier,  U.S.  banks  have 
reduced  their  aggregate  vulnerability  to  the  debt  problem. 
However,  it  may  be  in  the  best  interests  of  the  banks  to 
ensure  that  enough  net  new  bank  financing  is  available 
to  assist  debtor  countries’  meaningful  adjustment  efforts 
and  thereby  continue  to  support  the  international  bank¬ 
ing  system.  As  the  OCC  stated  in  1983,  and  has  observed 
since,  such  new  lending  may  help  improve  the  quality  of 
outstanding  exposure.  Of  course,  it  is  ultimately  up  to  the 
bankers  themselves  to  make  these  decisions. 

The  international  debt  situation  has  become  especially 
confused  by  the  recent  uncertainties  in  oil  prices.  Oil 
importing  LDCs  directly  benefit  from  lower  oil  prices. 
Moreover,  lower  oil  prices  have  contributed  to  reductions 
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in  interest  rates,  which  will  reduce  LDC  interest  payments 
on  their  bank  debts.  At  the  same  time,  lower  oil  prices 
and  lower  interest  rates  should  stimulate  growth  in  devel¬ 
oped  countries  and  enhance  the  export  prospects  of 
LDCs. 

On  the  other  hand,  the  plunge  in  oil  prices  has  focused 
attention  on  those  debtor  countries  that  are  heavily  de¬ 
pendent  on  oil  revenues  to  service  their  debt.  It  is  too  early 
to  determine  the  net  effect  of  the  current  uncertainties  in 
oil  prices  on  the  foreign  debt  held  by  U.S.  banks.  Even 
so,  it  is  clear  that  the  fall  in  oil  prices  has  reduced  the 
ability  of  some  oil  exporters  to  service  their  debt,  and  it 
may  mean  they  will  have  to  undertake  additional  macro- 
economic  reforms,  perhaps  with  the  assistance  of  the  IMF 
and  the  World  Bank. 


The  nature  and  magnitude  of  the  banks'  difficulties  in 
lending  to  developing  countries  remain  complex.  The 
problems  of  international  debt  developed  over  a  long 
period  of  time  and  it  will  take  some  time  to  solve  them. 
Any  strategy  for  international  debt,  including  bank  super¬ 
vision,  no  matter  how  well  conceived,  has  to  be  flexible 
to  adjust  to  possible  changes  in  the  global  economic 
environment.  Implementation  of  ILSA,  as  well  as  the  col¬ 
lective  international  debt  strategy  begun  three  years  ago 
and  recently  enhanced  through  Secretary  Baker’s  Pro¬ 
gram  for  Sustained  Growth,  have  led  to  considerable 
progress  in  strengthening  U.S.  banks’  positions  vis-a-vis 
their  international  loans,  while  restoring  the  reserves  and 
liquidity  positions  of  many  debtor  countries. 
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Letter  No. 


Laws 

11  U.S.C.  547 

12  U.S.C.  24(7) 

12  U.S.C.  36  . 
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12  U.S.C.  81  . 
12  U.S.C.  84 
15  U.S.C.  77b 


361 

357.  358,  359. 
360,  363 
360 

362 

360 

361 
357 


Regulations 

12  C.F.R.  1  .  . 
12  C.F.R.  1.4 
12  C.F.R.  5.34 
12  C.F.R.  11.7 
12  C.F.R.  32 
12  C.F.R.  204 


359 

358 

357,  360,  362 
361 

361 

362 
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357— February  26,  1986 


This  is  in  response  to  your  letter  of  notification  that  your 
client  ***  Bank  (Bank),  wishes  to  expand  the  activities 
of  an  operating  subsidiary,  ***  (Subsidiary),  to  include 
the  purchase  and  sale  of  options  on  financial  instruments 
and  options  on  contracts  for  the  future  delivery  of  finan¬ 
cial  instruments  (options  on  financial  futures)  as  agent  for 
its  customers.  At  present,  the  Subsidiary  purchases  and 
sells  contracts  for  the  future  delivery  of  financial  instru¬ 
ments  (financial  futures)  for  its  customers  as  a  registered 
Futures  Commission  Merchant  (FCM).  You  have  advised 
the  Office  that  the  Subsidiary  would  continue  to  conduct 
its  business  at  the  main  office  of  the  Bank. 

A  national  bank  may  engage  in  activities  that  are  a  part 
of  or  incidental  to  the  business  of  banking  by  means  of 
an  operating  subsidiary.  See  12  C.F.R.  §  5.34(c).  At  issue, 
therefore,  is  whether  the  proposed  activities  are  permis¬ 
sible  banking  activities.  The  Office  has  permitted  a 
number  of  operating  subsidiaries  of  national  banks,  such 
as  the  Subsidiary  in  this  case,  to  purchase  and  sell  finan¬ 
cial  futures  for  customers  as  FCMs  as  an  incident  to  the 
business  of  banking  pursuant  to  the  incidental  powers 
clause  of  12  U.S.C.  §  24  (Seventh).  The  purchase  and 
sale  of  financial  futures  is  an  integral  adjunct  to  banks’ 
expressly  authorized  investment,  trading,  and  brokerage 
activities  with  respect  to  the  underlying  financial  instru¬ 
ments.  Cf.  Republic  New  York  Corp.,  63  Fed.  Res.  Bull. 
951  (1977);  J.P  Morgan  &  Co.,  68  Fed.  Res.  Bull.  514 
(1982)  (analogous  rulings  of  the  Federal  Reserve  Board 
that  performing  FCM  business  in  bullion  futures  is  an  inte¬ 
gral  adjunct  to  banks’  traditional  bullion  trading  services 
for  customers).  The  relationship  between  financial  futures 
and  financial  instruments  is  intrinsic  since  financial  futures 
reflect  risks  of  future  interest  rate  and  price  changes  in 
the  underlying  financial  instruments.  Investors  therefore 
often  purchase  and  sell  financial  futures  in  order  to  off¬ 
set  risks  arising  from  their  purchase  and  sale  of  the  under¬ 
lying  financial  instruments.  As  a  result,  banks'  purchase 
and  sale  of  financial  futures  for  customers  as  FCMs  is  a 
convenient  and  useful  adjunct  to  banks’  purchase  and 
sale  of  the  underlying  instruments  for  customers  pursuant 
to  banks’  express  investment,  trading,  and  brokerage 
powers.  See  generally  Arnold  Tours  v.  Camp,  472  F.2d 
427  (1st  Cir.  1972)  (‘'convenient  and  useful”  test  used  to 
analyze  incidental  powers  clause).  Moreover,  the  con¬ 
venience  and  usefulness  of  such  FCM  business  to  banks' 
investment  and  trading  activities  is  also  apparent  in  banks 
use  as  FCMs  of  the  financial  futures  trading  expertise  and 
capability  they  have  acquired  by  engaging  in  financial 
futures  transactions  for  their  own  accounts  to  manage 
risks  arising  from,  inter  alia,  banks’  expressly  authorized 
investment  and  trading  activities  with  respect  to  financial 
instruments.  See  Banking  Circular  79  (3rd  Rev.)  (April  19, 
1983)  (outlining  financial  futures  activities  banks  engage 
in  for  their  own  accounts);  Fidelcor  Inc.,  70  Fed  Res. 


Bull.  368  (1984)  (FCM  decision  of  Board  noting  FCM  ac¬ 
tivities'  use  of  bank  expertise  in  financial  futures  trading); 
J.P  Morgan  &  Co.,  supra  (FCM  decision  of  Board  noting 
functional  and  operational  similarity  between  trading 
futures  for  one’s  own  account  and  for  the  account  of 
others).  See  also  Miller  v.  King,  223  U.S.  505  (1912)  (analo¬ 
gous  determination  that  banks  may  use  their  debt  collec¬ 
tion  expertise  to  collect  debts  owed  to  their  customers). 
The  Office  has  accordingly  determined  that  the  perfor¬ 
mance  of  FCM  business  in  financial  futures  for  customers 
is  incidental  to  the  business  of  banking. 

Options  and  options  on  futures  differ  from  futures  in  the 
sense  that  such  options  represent  rights  to  acquire  the 
underlying  instruments  while  futures  represent  obligations 
to  acquire  the  underlying  instruments.  Options  on  futures 
represent  the  rights  to  acquire  the  obligations  to  acquire 
the  underlying  instruments.  Despite  their  difference  in 
form,  however,  options,  options  on  futures,  and  futures 
serve  a  similar  function:  enabling  investors  to  hedge 
against  risks  of  interest  rate  and  price  changes  relating 
to  the  underlying  instruments.  See  Citicorp,  70  Fed.  Res. 
Bull.  591  (1984);  Fidelcor,  Inc.,  supra;  Security  Pacific 
Corporation,  70  Fed.  Res.  Bull.  53  (1984)  (FCM  decisions 
of  Board  finding  that  options  or  financial  instruments  and 
options  on  financial  futures  serve  similar  hedging  func¬ 
tions  as  financial  futures).  For  example,  banks  manage 
risks  arising  from  their  investment  and  trading  activities 
by  means  of  options  as  well  as  futures.  See  Banking 
Circular  79  (3rd  Rev.)  (April  19,  1983). 

The  function  of  financial  futures  as  risk  management  tools 
pervades  the  Office’s  rationale  for  determining  that  the 
purchase  and  sale  of  financial  futures  for  customers  is 
a  convenient  and  useful  adjunct  to  banks’  investment, 
trading,  and  brokerage  activities  with  respect  to  the 
underlying  financial  instruments.  Since  options  on  finan¬ 
cial  futures  and  options  on  financial  instruments  serve  a 
function  similar  to  that  of  financial  futures,  the  rationale 
supporting  the  permissibility  of  trading  financial  futures 
for  customers  also  supports  the  permissibility  of  trading 
options  on  financial  futures  and  options  on  financial  instru¬ 
ments  for  customers.  The  Office  has  accordingly  permit¬ 
ted  operating  subsidiaries  of  national  banks  to  purchase 
and  sell  such  options  as  well  as  financial  futures  for  their 
customers  as  an  incident  to  the  business  of  banking.  That 
result  is  consistent  with  the  fundamental  principle  that 
substance  ought  to  be  elevated  over  form  by  determin¬ 
ing  whether  a  new  financial  activity  serves  essentially  the 
same  function  as  an  existing  banking  activity  and  is 
thereby  authorized  by  12  U.S.C.  §  24  (Seventh).  See 
generally  M  &  M  Leasing  Corp  v.  Seattle-First  National 
Bank,  563  F.2d  1377  (9th  Cir.  1977).  Failure  to  observe 
this  principle  would  ultimately  relegate  banks  to  the  anti¬ 
quated  relics  of  a  past  banking  era.  See  id. 
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Finally,  I  have  noted  that  options  on  financial  instruments 
are  generally  "securities"  for  the  purposes  of  the  securi¬ 
ties  laws*  See  15  U.S.C.  §  77(b)(1),  amended  by  Pub.  L. 
No.  97-303,  96  Stat  1409  (Oct.  13,  1982).  If  such  options 
were  to  be  treated  as  "securities"  for  the  purposes  of  the 
Glass- Steagall  Act  as  well,  then  the  Act  would  expressly 
authorize  banks  to  purchase  and  sell  the  options  as 
agents  for  their  customers  pursuant  to  banks'  express 
securities  brokerage  authority  in  12  U.S.C.  §  24  (Seventh). 
See  SC  reprinted  m  Fed.  Banking  L.  Rep.  (CCH)  1  85,496. 
It  is  unnecessary  to  explore  that  issue  further  in  this  case 
since  options  on  financial  instruments  can  clearly  be  pur¬ 
chased  and  sold  for  customers  as  an  incident  to  banks’ 
express  investment,  trading,  and  brokerage  powers  pur¬ 
suant  to  the  incidental  powers  clause  of  section  24 
(Seventh),  as  discussed  previously. 

In  summary,  the  activities  in  which  the  Subsidiary  would 
engage  are  permissible  activities  for  national  banks,  as 
required  by  12  C.F.R.  §  5.34(c).  Accordingly,  the  Office 
hereby  notifies  the  Bank  pursuant  to  12  C.F.R.  § 
5.34(d)(1)(n)  that  it  may  expand  the  activities  of  the  Sub¬ 
sidiary  as  it  has  proposed.  I  have  assumed  that  the 
Subsidiary  will  comply  with  any  applicable  requirements 
of  the  Commodity  Futures  Trading  Commission  and  the 
Securities  and  Exchange  Commission. 

Michael  Patriarca 

Deputy  Comptroller  for  Multinational  Banking 

*  *  * 


358— March  26,  1986 

This  responds  to  your  letter  dated  October  30,  1985,  ad¬ 
dressed  to  Owen  Carney,  Director,  Investment  Securities 
Division.  In  your  letter  you  request  our  written  confirma¬ 
tion  that  the  6.35  percent  Japanese  Yen  Debentures  Due 
1992  (Debentures)  issued  by  the  Federal  National  Mort¬ 
gage  Association  (the  Corporation)  are  obligations  eligi¬ 
ble  for  purchase,  dealing  in,  underwriting  and  unlimited 
holding  by  national  banks  pursuant  to  Paragraph  Seventh 
of  12  U.S.C.  Section  24.  In  Mr.  Carney’s  November  15, 
1985,  letter  to  you,  he  noted  that  your  request  for  a  legal 
opinion  had  been  referred  to  the  Law  Department.  Please 
regard  this  letter  as  conveying,  in  full,  our  legal  and 
supervisory  concerns  with  respect  to  these  Debentures. 


'The  treatment  of  options  on  financial  instruments  as  “securities"  under 
the  securities  laws  is  a  result  of  Congress'  enactment  of  a  jurisdictional 
accord  between  the  Commodity  Futures  Trading  Commission  (CFTC) 
and  the  Securities  and  Exchange  Commission  (SEC)  See  Markham 
4  Gilberg  Federal  Regulation  of  Bank  Activities  in  the  Commodities 
Markets  39  Bus  Law  1719,  1764-1765  (Aug  1984)  Enactment  of  that 
accord  granted  the  CFTC  rather  than  the  SEC  exclusive  jurisdiction 
cr/er  financial  futures  and  options  on  financial  futures  See  7  U.S.C.  §  § 
>  -v  rw-  No  97-444  96 Stat  2294(Jar  11  1983) 


The  Debentures  are  unsecured  general  obligations  of  the 
Corporation  issued  under  the  authority  of  Section  304(b) 
of  the  Federal  National  Mortgage  Association  Charter  Act 
(12  U.S.C.  §  1719(b)).  They  will  mature  on  November  15, 
1992,  and  are  not  subject  to  redemption  prior  to  maturity. 
The  principal  of  and  interest  on  the  Debentures  are 
denominated  and  payable  in  Japanese  yen.  The  aggre¬ 
gate  principal  amount  of  the  Debentures  is  yen  30  bil¬ 
lion  (apx.  U.S.  $141.6  million  at  current  exchange  rates), 
and  the  Debentures  are  available  in  denominations  of  yen 
one  million  (currently  apx.  U.S.  $4,719.00)  and  integral 
multiples  thereof.  Purchasers  of  the  Debentures  will  be 
required  to  pay  for  them  in  Japanese  yen.  The  Deben¬ 
tures  bear  interest  at  the  fixed  rate  of  6.35  percent  per 
annum,  payable  each  May  15th  and  November  15th. 

***  (holding  company)  is  prepared  to  undertake  to 
convert  dollars  or  other  freely  convertible  currencies  into 
Japanese  yen  to  enable  the  purchasers  to  pay  for  the 
Debentures  in  Japanese  yen.  ***  (Bank),  as  a  part  of  such 
bank’s  regular  foreign  exchange  services,  is  also  pre¬ 
pared,  subject  to  any  applicable  laws  or  regulations,  to 
convert  dollars  or  other  freely  convertible  currencies  into 
Japanese  yen  to  enable  the  purchasers  to  pay  for  the 
Debentures  in  Japanese  yen  and,  at  the  request  of  any 
holder  of  Debentures,  to  exchange,  as  of  each  payment 
date,  the  amount  then  payable  to  such  holder  for  any 
freely  convertible  currency  (which  shall  include  the  dollar) 
specified  in  such  request. 

Paragraph  Seventh  of  12  U.S.C.  Section  24  provides  in 
relevant  part  that: 

The  limitations  and  restrictions  herein  contained  as 
to  dealing  in,  underwriting  and  purchasing  for  its  own 
account,  investment  securities  shall  not  apply  to  .  .  . 
obligations,  participations,  or  other  instruments  of  or 
issued  by  the  Federal  National  Mortgage  Associa¬ 
tion  .  .  . 

According  to  the  Offering  Circular,  dated  October  17, 
1985,  the  Debentures  are  unsecured  general  obligations 
of  the  Corporation  and  do  not  constitute  a  debt  or  obli¬ 
gation  of  the  United  States.  It  is  clear  that  the  Debentures 
meet  the  requirements  of  Paragraph  Seventh  because 
they  are  obligations  issued  by  the  Corporation.  Nothing 
in  the  statute  or  implementing  regulation  at  12  C.F.R.  Part 
1  requires  that  the  described  obligations  be  denominated 
or  payable  in  U.S.  dollars.  Therefore,  it  is  my  opinion  that 
the  Debentures  are  obligations  eligible  for  purchase,  deal¬ 
ing  in,  underwriting  and  unlimited  holding  by  national 
banks  under  Paragraph  Seventh,  12  U.S.C.  §  24. 

I  agree  with  your  observation  that  there  is,  of  course,  the 
risk  to  the  investor  that  the  value  of  the  Japanese  yen  will 
decline  in  relation  to  that  of  the  U.S.  dollar,  but  that  risk 
is  not  substantively  different  from  the  risk  —  incurred  even 
with  respect  to  obligations  denominated  in  U.S.  dollars  — 


72 


that  market  interest  rates  will  rise  above  the  interest  rate 
payable  on  the  obligation.  The  Investment  Securities 
Division  has  informed  me  that  a  domestic  bank  which 
has  no  foreign  denominated  business  may  —  from  the 
viewpoint  of  safety  and  soundness  —  be  better  advised, 
instead,  to  acquire  similar  U.S.  dollar-denominated  secu¬ 
rities  of  the  same  issuer.  Depending  on  the  portfolio  of 
the  individual  bank  investor,  an  investment  in  obligations 
denominated  in  foreign  currency  may  not  always  repre¬ 
sent  “prudent  banking  judgment.’’  See  12  C.F.R.  §  1.4 
(1985).  Banks  which  choose  to  hold  foreign-denominated 
securities  should  be  able  to  demonstrate  an  ability  to 
manage  appropriately  the  resulting  foreign  exchange  risk. 
A  discussion  of  the  standards  for  controlling  foreign 
exchange  risk  is  contained  in  section  823  of  the  Comp¬ 
troller's  Handbook  for  National  Bank  Examiners. 

Richard  V.  Fitzgerald 
Chief  Counsel 

*  *  * 


359— April  9,  1986 

This  is  in  response  to  your  request  for  an  opinion  as  to 
whether  a  national  bank  may  purchase,  as  a  Type  III 
investment  security,  floating  rate  subordinated  notes 
which  are  convertible,  after  a  specified  date,  into  equity 
securities  of  the  issuer  at  the  issuer’s  option.  (It  is  assumed 
that  the  securities  meet  the  substantive  requirements  of 
12  C.F.R.  §§  1.3(b)  and  1.5(a)  for  investment  quality.) 
Please  be  advised  that  securities  of  the  type  you  de¬ 
scribed  may  be  purchased  and  held  by  a  national  bank, 
but  only  prior  to  the  date  upon  or  after  which  the  issuer 
may  exercise  the  conversion  option.  Such  a  security  must 
be  sold  by  the  bank  before  the  date  when  the  conver¬ 
sion  option  comes  into  effect. 

As  your  letter  notes,  12  C.F.R.  §  1.10,  reflecting  the  pro¬ 
hibition  in  12  U.S.C.  24(7)  on  national  bank  ownership  of 
equity  securities,  bans  the  purchase  of  investment  secu¬ 
rities  convertible  into  equity  at  the  option  of  the  issuer. 
If,  under  the  terms  of  the  notes  or  debentures,  such  an 
option  may  not  be  exercised  prior  to  a  specified  date  then, 
in  effect,  there  is  no  conversion  option  prior  to  that  date 
and  the  purchase  or  holding  of  the  securities  before 
commencement  of  the  conversion  option  period  does  not 
violate  section  1.10.  It  should  be  noted,  however,  that  the 
marketability  of  the  security  and  thus  its  suitability  for 
holding  as  an  investment  security  by  a  national  bank,  may 
be  affected  by  market  perceptions  of  the  likelihood  that 
the  issuer  will  exercise  the  conversion  option,  especially 
as  the  date  for  commencement  of  the  option  period 
approaches. 


As  stated  above,  if  investment  securities  of  this  nature  are 
purchased  by  a  national  bank,  they  must  be  sold  before 
the  conversion  option  comes  into  effect.  Thus,  the  notes 
referred  to  in  your  letter  would  have  to  be  sold  before 
August  1,  1988,  the  date  when  the  conversion  option  for 
those  notes  first  becomes  exercisable  by  the  issuer. 

We  cannot  agree  with  your  contention  that,  even  after 
August  1, 1988,  those  notes  are  not  convertible  into  stock 
in  any  way  that  12  C.F.R.  §  1.10  is  intended  to  prohibit. 
Under  the  supplement  to  the  prospectus  for  the  notes, 
p.1,  it  is  clear  that  the  issuer  ”undertake[s]  to  sell  Capital 
Securities  on  behalf  of  holders  who  elect  to  receive  cash 
for  Capital  Securities  upon  an  exchange  of  their  Notes 
in  an  amount  sufficient  to  pay  the  principal  of  such  Notes.’’ 
(Emphasis  added.)  Further,  ”[i]f  such  a  sale  is  not  effected, 
such  holders  will  receive  Capital  Securities  and  not  cash 
upon  an  Exchange  of  their  Notes.’’  When  the  notes  are 
exchanged  for  equity  securities  either  at  or  prior  to  their 
maturity  date,  and  the  noteholder  does  not  affirmatively 
elect  to  receive  the  equity  securities,  then  “such  holder 
will  be  deemed  to  have  received  on  the  Exchange  Date 
Capital  Securities  having  .  .  .  Market  Value  [equal  to  the 
principal  amount  of  the  notes]  and  to  have  elected  to  have 
such  Capital  Securities  sold  for  such  holder  by  the 
Corporation  in  the  Secondary  Offering  for  cash  proceeds 
.  .  .’’  Prospectus  Supplement,  pp.  6  &  7. 

Therefore,  the  noteholder  does  not  have  an  absolute  right 
to  receive  cash  for  the  notes.  Rather,  at  maturity  of  the 
notes,  or  earlier  if  the  issuer  exercises  the  conversion 
option,  what  noteholders  have  is  an  absolute  right  to 
require  the  Corporation  to  undertake  to  sell  the  capital 
securities  on  their  behalf.  In  other  words,  the  noteholder 
will  have  at  least  a  constructive  or  equitable  ownership 
interest  in  the  stock  of  the  issuer  and  will  lose  the  status 
of  a  creditor.  Accordingly,  it  is  precisely  because  the  notes 
are  convertible  into  stock,  at  least  constructively  received 
by  the  noteholder,  that  they  may  not  be  held  by  a  national 
bank  after  the  date  when  the  conversion  option  comes 
into  existence. 

William  B.  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 

*  *  * 
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360— April  16,  1986 


Ellis  E.  Bradford 
Vice  President 
Citibank,  N  A. 

399  Park  Avenue 
New  York,  N  Y.  10043 

Dear  Mr.  Bradford. 

This  is  in  response  to  your  notification,  dated  October  29, 
1985,  addressed  to  Thomas  W.  Taylor,  Deputy  Comp¬ 
troller  for  the  Northeastern  District.  By  this  notification, 
you  informed  us  of  Citibank’s  (the  Bank)  intent  to  estab¬ 
lish  a  de  novo  subsidiary  to  be  known  as  Citicorp  Institu¬ 
tional  Investor  Services,  Inc.  (CHS),  which  will  provide 
securities  brokerage  services  for  institutional  customers 
within  the  state  of  New  York.  On  November  29,  1985,  the 
Bank  was  notified,  under  12  C.F.R.  §  5.34(d),  of  this 
Office's  extension  of  the  30-day  application  approval 
period. 

The  principal  business  of  CHS  will  be  the  execution  of 
securities  transactions  on  the  New  York  Stock  Exchange 
and  other  major  securities  exchanges.  Its  clientele  will  be 
limited  to  sophisticated  customers  such  as  banks,  insur¬ 
ance  companies,  mutual  funds,  and  money  managers 
who  use  outside  research.  As  an  incident  to  execution 
of  securities  transactions,  CHS  will  offer  its  clients  basic 
research  services  purchased  by  CHS  from  third  parties, 
including  affiliated  companies.  This  research  will  involve 
analysis  of  macro-economic  data  such  as  interest  rates, 
performance  of  particular  industries,  foreign  exchange 
rates,  economic  trends,  and  government  activities.  Such 
research  would  rarely,  if  ever,  involve  recommendations 
to  buy  or  sell  specific  securities.  Instead,  it  would  provide 
background  or  source  material  which  the  investment 
analysts  employed  by  CIIS’s  clients  could  use  for  assis¬ 
tance  in  making  investment  decisions.  It  is  anticipated  that 
this  research  would  be  provided  by  a  number  of  research 
organizations  so  that  the  customers  of  CHS  could  choose 
from  a  broad  range  of  such  research. 

It  is  my  opinion  that  the  purchase  and  sale  of  securities 
is  solely  on  the  order  and  for  the  account  of  customers 
within  the  meaning  of  §  16  of  the  Glass- Steagall  Act 
whenever  the  ultimate  decision  to  buy  or  sell  and  the 
choice  of  the  security  rests  with  the  customer  and  not  with 
the  bank.  This  is  true  regardless  of  whether  the  bank  has 
advised  the  customer  concerning  the  appropriateness 
of  a  particular  investment  strategy.  As  one  court  has 
stated,  the  statutory  test  is  met  if  “no  sales  or  purchases 
are  executed  unless  directed  by  the  customer,  and  .  .  . 
the  customer  has  full  beneficial  ownership  of  the  securi¬ 
ties  New  York  Stock  Exchange  v.  Smith,  404  F.  Supp. 
1091,  1097  (D  DC  1975),  vacated  on  other  grounds  sub 
nom  New  York  Stock  Exchange  v.  Bloom,  562  F.2d  736 
(DC  Cir.  1977) 


We  have  carefully  reviewed  the  Bank's  proposal  to  estab¬ 
lish  CHS  based  on  the  information  provided  in  the  October 
29  notice.  Based  on  your  representations,  we  have  no 
objection  to  the  Bank’s  plan  to  establish  CHS  as  described 
in  your  letter.  We  believe  that  the  services  proposed  to 
be  offered  by  the  Bank  through  CHS  are  services  which 
national  banks  are  authorized  to  provide  under  the 
authority  granted  in  12  U.S.C.  §  24(7),  and  that  these  ser¬ 
vices  may  be  offered  in  compliance  with  relevant  provi¬ 
sions  of  the  Glass-Steagall  Act  set  forth  at  12  U.S.C.  § 
24(7).  These  services  appear  to  be  consistent  with  earlier 
discount  brokerage  approvals  issued  by  this  Office.  See, 
i.e.,  Security  Pacific  National  Bank  [1982-1983  Transfer 
Binder]  Fed.  Banking  L.  Rep.  (CCH)  K  99,284  (Aug.  26, 
1982).  Accordingly,  the  Bank  may  proceed  to  establish 
CHS. 

One  additional  note  relates  to  the  question  of  branching. 
In  Securities  Industry  Association  v.  Comptroller  of  the 
Currency,  758  F.2d  739  (D.C.  Cir.  1985),  appellant’s  peti¬ 
tion  for  cert,  denied,  No.  85-392  (U.S.  Jan.  13,  1986), 
appellee’s  petition  for  cert,  granted  (U.S.  Mar.  3,  1986), 
the  Court  of  Appeals  affirmed  the  district  court’s  decision 
holding  that  discount  brokerage  activities  are  legitimate 
bank  activities  subject  to  the  branching  restrictions  of  12 
U.S.C.  §  81  and  12  U.S.C.  §  36  and,  therefore,  unavail¬ 
able  at  non-branch  locations.  The  Office  filed  a  petition 
for  certiorari  in  the  Supreme  Court  seeking  review  of, 
among  other  things,  the  Court  of  Appeal's  decision  on 
the  branching  issue.  This  petition  was  granted  on  March 
3,  1986.  Nevertheless,  we  are  cautioning  all  national 
banks  intending  to  establish  discount  brokerage  activi¬ 
ties  at  non-branch  locations  that  should  the  Court  of 
Appeal's  decision  be  affirmed,  banks  will  be  required  to 
restrict  their  securities  brokerage  activities  to  their  main 
office  or  to  branch  locations. 

Judith  A.  Walter 
Senior  Deputy  Comptroller 
for  National  Operations 

*  *  * 


361— April  30,  1986 

This  is  in  response  to  your  inquiry  dated  March  6,  1985, 
on  behalf  of  ***  (Bank)  in  which  you  requested  that  direct 
pay  letters  of  credit,  which  will  be  issued  in  support  of 
the  Bank’s  bond  remarketing  program,  should  be  treat¬ 
ed  as  commercial  letters  of  credit  for  lending  limit  and 
reporting  purposes.  While  your  arguments  raise  interest¬ 
ing  points,  it  is  my  opinion  that  these  direct  pay  letters 
of  credit  should  be  treated  in  the  same  manner  as 
standby  letters  of  credit.  Despite  some  distinguishing 
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characteristics,  the  addition  of  a  direct  pay  feature  does 
not  change  the  nature  of  the  credit  risk  of  the  Bank’s  letter 
of  credit,  which  has  the  characteristics  of  a  standby  letter 
of  credit.  The  general  purpose  of  both  12  U.S.C.  §  84  and 
its  implementing  regulation,  12  C.F.R.  Part  32,  is  to  limit 
the  credit  risk  exposure  of  a  national  bank  to  any  one 
person,  and  the  Bank’s  exposure  on  the  direct  pay  letter 
of  credit  described  in  your  correspondence  is  essentially 
the  same  as  the  exposure  on  a  standby  letter  of  credit. 

In  a  related  prior  inquiry  dated  April  25,  1984,  the  Bank 
asked  which  party  should  be  considered  the  account 
party  for  lending  limit  purposes  in  connection  with  the 
same  municipal  securities  remarketing  letter  of  credit  pro¬ 
gram.  The  program  is  designed  to  allow  other  financial 
institutions1  to  dispose  of  the  tax-exempt  securities  held 
in  their  investment  portfolio.  An  investment  bank  would 
remarket  these  bonds  backed  by  the  Bank’s  letter  of 
credit  where  an  affiliate  of  the  investment  bank  has  been 
designated  the  nominal  account  party.  Under  the  remar¬ 
keting  program,  the  financial  institution  which  owns  the 
tax-exempt  securities  agrees  to  repurchase  the  bonds 
under  a  Tender  Option  Agreement  with  the  investment 
bank  affiliate  at  the  end  of  the  option  period  if  the  option 
is  exercised  and  the  bonds  cannot  be  remarketed.  The 
Bank  receives  an  assignment  of  the  investment  bank 
affiliate’s  rights  to  require  repurchase  by  the  seller.  When 
the  draw  occurs,  the  Bank  is  reimbursed  from  the  pro¬ 
ceeds  of  the  remarketing  under  a  new  option  agreement 
(and  by  the  seller  for  any  deficiency)  or  from  the  proceeds 
of  the  seller’s  repurchase. 

Assistant  Director  William  B.  Glidden,  in  a  letter  dated 
January  25,  1985,  attached  hereto,  concluded  that  the 
investment  bank  affiliate  should  be  considered  the 
account  party  or  borrower  instead  of  the  selling  institu¬ 
tion;  this  resulted  in  the  combination  of  all  extensions  of 
credit  under  the  letters  of  credit  issued  on  behalf  of  the 
investment  bank  affiliate  to  determine  whether  the  Bank’s 
lending  limit  had  been  exceeded.  Your  most  recent  letter 
requests  that  the  letters  of  credit  be  considered  commer¬ 
cial  letters  of  credit  which  are  exempt  from  the  lending 
limits  and  for  other  regulatory  purposes  because  they  are 
‘‘direct  pay”  or  “payment  mechanism”  letters  of  credit. 

Until  1974,  the  Office  exempted  commercial  and  stand¬ 
by  letters  of  credit,  as  well  as  commitments  to  lend,  from 
the  lending  limits  applicable  to  national  banks.  The  Office 
merely  cautioned  banks  that  the  extent  of  such  commit¬ 
ments  and  letters  of  credit  should  be  monitored  to  pre¬ 
vent  advances  in  excess  of  those  limits.  After  the  failure 
of  United  States  National  Bank  of  San  Diego,  California, 
which  was  in  part  attributed  to  the  unrestricted  issuance 

’It  should  be  noted  that  if  a  national  bank  seeks  to  reduce  its  portfolio 
of  tax-exempt  securities,  the  Office  would  treat  the  bank's  sale  of  those 
securities  backed  by  its  own  option,  standby  letter  of  credit  or  repur¬ 
chase  agreement  as  a  deposit  or  a  borrowing. 


of  standby  letters  of  credit,  former  Interpretive  Ruling 
7.1160  was  amended  to  subject  standby  letters  of  credit 
to  the  lending  limit  on  loans  to  a  single  borrower  for 
prudential  reasons.  This  new  position  required  national 
banks  to  recognize  the  existence  of  the  credit  risk  of  a 
contingent  obligation  which,  however,  was  unlikely  to  be 
drawn  upon.  At  the  same  time,  standby  letters  of  credit 
were  required  to  be  disclosed  in  a  footnote  to  annual 
financial  statements  under  what  is  now  12  C.F.R.  § 
11.7(c)(9)(viii).  See  39  Fed.  Reg.  28974  (Aug.  13,  1974). 
The  final  amendments  to  former  I.R.  7.1160  and  12  C.F.R. 

§  11.7(c)  defined  a  standby,  through  footnotes  to  the 
respective  rules,  as  excluding 

commercial  letters  of  credit  and  similar  instruments 
where  the  issuing  bank  expects  the  beneficiary  to 
draw  upon  the  issuer,  which  do  not  "guaranty”  pay¬ 
ment  of  a  money  obligation  .  .  . 

Fee  paid  commitments  to  lend  have  never  been  subject 
to  the  lending  limits. 

After  the  enactment  of  the  Garn-St  Germain  Depository 
Institutions  Act  of  1982,  Pub.  L.  No.  97-320,  regulations 
implementing  amendments  to  12  U.S.C.  §  84  were 
promulgated  as  12  C.F.R.  Part  32.  48  Fed.  Reg.  15844 
(April  12,  1983).  Section  32.2(d)  and  (e)  basically  carried 
over  the  language  of  the  definitions  in  I.R.  7.1160. 

Three  major  changes  were  made  when  former  I.R.  7.1160 
was  incorporated  into  Part  32.  First,  instead  of  subject¬ 
ing  standby  letters  of  credit  to  the  lending  limits,  the  new 
rule  includes  all  letters  of  credit  within  the  term  “contrac¬ 
tual  commitment  to  advance  funds”  and  then  expressly 
includes  standby  letters  of  credit  and  expressly  excludes 
commercial  letters  of  credit  from  that  definition.  Secondly, 
by  treating  standby  letters  of  credit  like  any  other  exten¬ 
sion  of  credit,  all  exceptions  to  the  lending  limit  restric¬ 
tions  afforded  other  types  of  extensions  of  credit  are  now 
available  in  the  case  of  standbys.  Since  the  amended 
statute  and  regulation  include  a  new  exception  for  loans 
secured  by  segregated  deposits,  previous  special  excep¬ 
tions  for  standby  letters  of  credit  covered  by  a  correspond¬ 
ing  payment  or  deposit  equal  to  the  bank’s  maximum  lia¬ 
bility  were  eliminated  as  duplicative.  The  third  change  was 
the  elimination  of  the  Office’s  discretionary  exception  for 
letters  of  credit  which  posed  no  "similar  risk  of  loss  .  . 
as  a  loan  to  the  account  party.” 

The  current  definitions  of  standby  letters  of  credit  in  sec¬ 
tions  32.2  and  11.7(c)  are  also  similar  to  the  treatment  of 
letters  of  credit  for  regulatory  reporting  purposes.  See 
FFIEC  Instructions:  Consolidated  Reports  of  Condition 
and  Income,  RC-L— Contingencies,  FFIEC  033,  at  RC-52, 
and  Glossary,  "Letter  of  Credit,”  at  A-24  (July  1984).  The 
FFIEC  Instructions  additionally  note  that  a  commercial 
letter  of  credit  is  issued  to  facilitate  trade  or  commerce 
They  also  note  that  under  the  terms  of  a  commercial  letter 
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of  credit,  as  a  general  rule,  drafts  will  be  drawn  when  the 
underlying  transaction  is  consummated  as  intended. 

Direct  pay  letters  of  credit  were  apparently  created  as  a 
solution  to  the  problem  that  a  letter  of  credit  supporting 
debt  instruments  could  be  treated  as  an  avoidable  prefer¬ 
ence  in  the  bankruptcy  of  the  account  party  under  the 
Bankruptcy  Code,  11  U.S.C.  §  547(b).  The  underlying 
debt  instrument  would  then  be  paid  not  by  the  debtor 
but  rather  by  the  letter  of  credit  issuer  under  the  direct 
pay  letter  of  credit.  See  R.  RYAN,  LETTERS  OF  CREDIT 
AND  BANKERS'  ACCEPTANCES  225  (1983). 

You  have  argued  that  because  the  Bank  looks  to  the  pro¬ 
ceeds  of  the  remarketing,  the  seller,  and  the  bonds  them¬ 
selves  as  its  source  of  reimbursement,  the  letter  of  credit 
is  not  only  predictably  drawable  but  also  self-liquidating. 
In  your  view,  payment  is  not  conditioned  on  the  occur¬ 
rence  of  default  on  the  bond  itself,  nor  on  the  failure  to 
remarket,  nor  on  the  seller’s  failure  to  repurchase. 

Instead,  “payment  is  sought  because  an  agreed  or  fore¬ 
seen  underlying  transaction  is  coming  to  fruition.”  In  my 
view,  the  difficulty  with  this  analysis  of  the  direct  pay 
feature  is  that  it  allows  the  payment  mechanism  to  be 
used  to  transform  a  standby  into  a  commercial  letter  of 
credit  without  regard  to  the  underlying  credit  risk  to  the 
bank.  While  it  is  true  that  the  Bank’s  direct  pay  letter  of 
credit  is  similar  to  a  commercial  letter  of  credit  in  that  it 
requires  a  draw,  it  also  meets  the  definition  of  a  standby 
letter  of  credit  because  it 

represents  an  obligation  to  the  beneficiary  on  the  part 

of  the  issuer 

(1)  to  repay  money  borrowed  by  or  advanced  to  or 
for  the  account  of  the  account  party,  or 

(2)  to  make  payment  on  account  of  any  indebted¬ 
ness  by  the  account  party, 

(3)  or  to  make  payment  on  account  of  any  default 
by  the  account  party  in  the  performance  of  an 
obligation.  See  12  C.F.R.  §  32.2(e). 

The  third  alternative  definition  of  a  standby  is  the  only  test 
that  is  arguably  not  met  by  the  Bank’s  direct  pay  letter 
of  credit.  However,  it  could  be  argued  that  the  letter  of 
credit  is  conditioned  on  default  in  the  sense  that  one  of 
the  advantages  to  the  beneficiary  is  that  payment  occurs 
if  the  investment  bank  affiliate  fails  to  remarket  the  bonds. 

Implicit  in  the  Office's  continuing  exemption  of  commer¬ 
cial  letters  of  credit  from  the  lending  limits  is  the  percep¬ 
tion  that  they  do  not  pose  the  same  degree  of  credit  risk 
to  the  issuing  bank  as  do  standby  letters  of  credit  or  loans. 
The  following  hypothetical  transaction  illustrates  the  iden¬ 
tical  nature  of  the  risks  posed  by  direct  pay  and  standby 
letters  of  credit  when  the  expected  performance  is  the 
payment  of  money  A  bank  could  restructure  a  standby 


supporting  account  party  A’s  underlying  obligation  to 
beneficiary  B  so  that  A  and  B  agree  that  A's  payment 
to  B  will  be  effected  by  the  bank’s  letter  of  credit.  The 
precondition  of  default  is  obviated.  Thus,  the  credit  now 
provides  that,  when  payment  is  due,  B  draws  drafts  on 
the  bank  under  the  credit,  the  bank  pays  B  and  then  the 
bank  is  reimbursed  by  A.  Since  the  underlying  relation¬ 
ship  and  the  bank’s  risk  are  unchanged,  there  appears 
to  be  no  reason  to  warrant  different  treatment  for  section 
84  purposes. 

Furthermore,  the  argument  that  the  Bank’s  direct  pay 
letter  of  credit  is  self-liquidating  is  not  persuasive.  Many 
obligations  issued  by  a  bank  arguably  have  self  liquidat¬ 
ing  characteristics,  however,  that  alone  does  not  assume 
that  it  will  be  entitled  to  an  exemption  to  the  legal  lend¬ 
ing  limits  applicable  to  national  banks.  Based  on  our 
experience  with  letters  of  credit,  including  the  failure  of 
United  States  National  Bank,  this  Office  is  reluctant  to 
expand  the  commercial  letter  of  credit  exemption  to  letters 
of  credit  that  do  not  finance  the  shipment  of  goods  or 
that  are  not  secured  by  goods  under  shipment. 

I  trust  this  is  responsive  to  your  inquiry. 

Peter  Liebesman 
Assistant  Director 
Legal  Advisory  Services  Division 

it  it  it 


362— May  22,  1986 

Mr.  Robert  L.  Tortoriello 
Cleary,  Gottlieb,  Steen  &  Hamilton 
One  State  Street  Plaza 
New  York,  New  York  10004 

Re:  Liberty  Norstar  Bank,  N.A.,  Buffalo,  New  York  (Bank) 
Dear  Mr.  Tortoriello: 

This  responds  to  your  request  on  behalf  of  the  Bank  for 
the  views  of  this  Office  on  a  proposal  for  the  Bank’s  sub¬ 
sidiary  to  issue,  underwrite  and  deal  in  evidences  of  in¬ 
debtedness  (bonds)  partially  collateralized  by  pools  of 
mortgages,  including  Government  National  Mortgage 
Association  (GNMA)  certificates,  Federal  National  Mort¬ 
gage  Association  (FNMA)  certificates,  Federal  Home 
Loan  Mortgage  Corporation  (FHLMC)  certificates  and/or 
non-federally  insured  conventional  residential  mortgage 
loans.  The  summary  set  forth  below  is  based  on  your 
letters  of  March  18  and  June  6,  1985.  In  addition,  I  have 
relied  on  the  information  and  legal  opinions  contained 
in  your  August  17,  1984  and  January  9,  1985  letters  con¬ 
cerning  Alliance  Mortgage  Acceptance  Corporation  and 
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Alliance  Mortgage  Company,  a  subsidiary  of  Florida 
National  Bank,  as  well  as  information  provided  in  our  June 
10, 1985  telephone  conversation  with  Elizabeth  Tsai  of  the 
Securities  and  Exchange  Commission  (SEC),  David  Sabel 
of  your  office  and  James  Pitts  of  this  Office. 

Pursuant  to  an  indenture  with  a  non-affiliated  trustee  es¬ 
tablished  under  the  Trust  Indenture  Act  of  1939,  15  U.S.C. 

§  77aaa  et  seq.,  the  Bank’s  subsidiary  will  issue  bonds 
to  be  paid  off  in  scheduled  principal  and  interest  pay¬ 
ments  at  a  fixed  rate  of  interest.  The  Bank’s  subsidiary 
may  purchase  fully  modified  pass-through  GNMA  secu¬ 
rities,  FNMA  pass-through  certificates,  FHLMC  pass¬ 
through  certificates  and/or  conventional  mortgage  loans. 
At  present,  the  Bank’s  subsidiary  proposes  only  to  pur¬ 
chase  GNMA  certificates  and  to  file  a  Registration  State¬ 
ment  under  the  Securities  Act  of  1933  (Securities  Act)  on 
Form  S-3  with  the  SEC  with  respect  to  the  issuance  of 
bonds  collateralized  by  the  GNMA  certificates  pursuant 
to  an  indenture.  In  the  future,  the  Bank’s  subsidiary  may 
issue  additional  series  of  debt  instruments  separately  col¬ 
lateralized  by  FNMA  certificates,  FHLMC  certificates,  con¬ 
ventional  mortgage  loans  or  any  combination  of  the 
above  assets.  The  additional  series  may  be  issued  pur¬ 
suant  to  a  supplement  to  the  proposed  indenture  or  pur¬ 
suant  to  indentures  subsequently  filed  with  the  SEC  and 
will  also  be  registered  under  the  Securities  Act. 

The  GNMA  certificates  are  backed  by  Federal  Housing 
Administration  (FHA)  insured  or  Veterans  Administration 
(VA)  guaranteed  mortgage  loans.  GNMA’s  guarantee  of 
the  GNMA  certificates  is  backed  by  the  full  faith  and  credit 
of  the  United  States.  See  Section  306(g)  of  Title  III  of  the 
National  Housing  Act  of  1934,  as  amended.  FNMA  cer¬ 
tificates  are  backed  by  FHA-insured,  VA-guaranteed  or 
conventional  mortgage  loans,  payments  on  which  are 
guaranteed  by  FNMA.  FNMA’s  guarantee  is  backed  only 
by  FNMA.  Although  the  Secretary  of  the  Treasury  has  dis¬ 
cretionary  authority  to  lend  FNMA  up  to  $2.25  billion  out¬ 
standing  at  any  time,  neither  the  United  States  nor  any 
agency  thereof  is  obligated  to  assist  FNMA  in  any  manner. 
Were  FNMA  unable  to  perform  its  obligations,  FNMA 
certificate  holders  could  rely  only  on  payments  on  the 
underlying  mortgage  loans  and  would  be  vulnerable  to 
delinquencies  and  defaults  on  the  loans.  FHLMC  certifi¬ 
cates  are  backed  by  conventional  mortgage  loans  and 
participation  interests  in  such  loans  purchased  by 
FHLMC.  FHLMC’s  guarantee  of  its  mortgage  payment 
certificates  are  not  backed  by  the  full  faith  and  credit  of 
the  United  States  nor  is  any  agency  thereof  required  to 
finance  or  assist  FHLMC  in  any  manner.  Although  the 
pools  of  conventional  mortgage  loans  will  not  be  guaran¬ 
teed  by  any  entity,  they  will  be  insured  in  accordance  with 
the  precedents  you  have  cited  to  this  Office.  See,  e.g., 
Letter  No.  41,  May  18,  1978,  from  John  G.  Heimann, 
Comptroller  of  the  Currency,  Fed.  Banking  L.  Rep.  (CCH) 
1  85,116;  Letter  No.  69,  October  17,  1978,  from  H.  Joe 


Selby,  Deputy  Comptroller  for  Operations,  Fed  Banking 
L.  Rep.  (CCH)  1  85,144. 

The  bonds  are  issuable  in  series.  The  bonds  are  divided 
into  four  classes:  Class  A-1,  Class  A-2,  Class  A- 3  and 
Class  A-4.  Interest  on  the  Class  A-1,  Class  A-2  and  Class 
A-3  bonds  will  be  payable  semiannually.  Payments  of  in¬ 
terest  on  the  Class  A-4  bonds  will  commence  only  upon 
payment  in  full  of  the  interest  on  the  three  other  classes 
of  bonds.  Prior  to  that  time,  interest  will  accrue  on  the 
Class  A-4  bonds  and  the  amount  accrued  will  be  added 
to  the  principal  thereof  on  each  semiannual  payment 
date.  Principal  payments  on  the  bonds  will  be  made 
sequentially  according  to  class.  It  will  be  a  condition  to 
the  issuance  of  the  bonds  that  they  receive  the  highest 
bond  rating  from  presently  unspecified  rating  agencies. 

The  GNMA,  FNMA  or  FHLMC  certificates  and  other 
evidences  of  ownership  interests  in  the  underlying  mort¬ 
gage  pools  will  be  pledged  to  the  trustee  under  the  appli¬ 
cable  indenture.  Record  ownership  of  the  certificates  will 
be  transferred  to  the  trustee  to  assure  that  payments  on 
the  certificates  and  for  the  underlying  mortgage  will  be 
received  directly  by  the  trustee.  Upon  receipt  of  the  mort¬ 
gage  principal  and  interest  payments  pursuant  to  an  in¬ 
denture,  the  trustee  will  reinvest  the  funds  pending  distri¬ 
bution  to  the  bondholders.  The  funds  will  be  reinvested 
only  in  instruments  which  the  Bank  would  be  permitted 
to  invest  in  pursuant  to  Banking  Bulletin  BB-83-58.  Upon 
payment  to  the  bondholders,  the  Bank’s  subsidiary  will 
be  entitled  to  any  amounts  held  by  the  trustee  following 
a  payment  date  for  the  bonds.  The  trustee  will  promptly 
pay  these  funds  to  the  subsidiary  and  the  funds  will  be 
free  from  the  lien  of  the  applicable  indenture.  We  under¬ 
stand  that  the  Bank’s  prospectus  will  clearly  advise  the 
bondholders  that  payments  from  the  mortgage-backed 
securities  awaiting  distribution  will  be  invested  for  the 
Bank’s  benefit  and  that  the  reinvestment  will  not  result 
in  monetary  gain  or  in  any  special  fee  or  compensation 
to  bondholders. 

You  have  provided  us  with  an  analysis  concerning  the 
application  of  the  Trust  Indenture  Act  and  the  Investment 
Company  Act  of  1940  to  your  proposed  activities.  You 
have  represented  that  the  indenture  you  have  submitted 
complies  with  the  requirements  of  the  Trust  Indenture  Act. 
In  addition,  you  have  stated  that  you  are  relying  on  the 
Section  3(c)(5)(C)  exemption  from  the  Investment  Com¬ 
pany  Act  which  exempt  entities  which  are  "not  engaged 
in  the  business  of  issuing  redeemable  securities,  face 
amount  certificates  of  the  installment  type  or  periodic  pay¬ 
ment  plan  certificates’’  and  that  are  "primarily  engaged 
in  . . .  mortgages  and  other  liens  on  and  interests  in  real 
estate"  from  the  definition  of  "investment  company."  In 
support  of  your  reliance  on  the  3(c)(5)(C)  exemption,  you 
have  cited  SEC  correspondence  which  you  claim  estab¬ 
lishes  a  "safe  harbor"  for  the  proposed  activities.  See. 
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e.g  the  July  9,  1983  letter  from  William  E  Toomey,  Assis¬ 
tant  Chief  Counsel,  SEC,  to  Stinson,  Mag  &  Fizzell  regard¬ 
ing  Equibank  Corporation  (issuance  of  participation  in¬ 
terest  in  bank  loans);  the  November  8,  1983  letter  from 
Stanley  B  Judd,  Deputy  Chief  Counsel,  SEC,  to  Cleary, 
Gottlieb,  Steen  &  Hamilton  concerning  Solomon  Brothers 
Mortgage  Securities,  Inc.  (issuance  of  bonds  collateral¬ 
ized  by  GNMA  fully  modified,  mortgage-backed  pass¬ 
through  certificates);  the  September  20,  1984  letter  of 
Judith  W.  Axe,  Attorney,  SEC,  to  Buchanan  and  Ingersoll 
concerning  Landmark  Funding  Corporation  (issuance  of 
adjustable  rate  preferred  stock  based  on  assets  includ¬ 
ing  at  least  55  percent  of  whole  pool  GNMA,  FNMA 
and/or  FHLMC  certificates  as  well  as  cash,  United  States 
treasury  certificates,  short-term  money  market  instruments 
and  partial-pool  mortgage  certificates).1 

Pursuant  to  the  indenture,  the  collateral  pledged  to  secure 
the  bonds  would  constitute  the  entire  assets  of  the  sub¬ 
sidiary  against  which  the  trustee  and/or  bondholders  may 
have  recourse  in  the  event  of  default.  Since  the  Bank  will 
never  receive  principal  or  interest  payments  from  the 
mortgage  pools  which  collateralize  the  bonds,  the  Bank 
would  have  no  reservable  liability  with  respect  to  the 
bonds  under  Regulation  D  of  the  Board  of  Governors  of 
the  Federal  Reserve  Board,  12  C.F.R.  §  204.1  et.  seq.  In 
any  case,  you  have  indicated  that  the  Bank  does  not  have 
a  reservable  deposit  pursuant  to  the  exemption  to  Regu¬ 
lation  D  provided  by  12  C.F.R.  §  204.2(a)(2)(ix).2 

In  reliance  upon  Letter  No.  257,  April  12,  1983,  from  Brian 
W.  Smith,  Chief  Counsel,  Fed.  Banking  L.  Rep.  (CCH) 
<[  85,421  (permitting  national  banks  to  underwrite  and 
deal  in  certain  mortgage-backed,  pass-through  certifi¬ 
cates)  and  Banking  Bulletin  BB-83-58  (permitting  national 
bank  investment  in  money-market  mutual  funds  whose 
portfolios  consist  wholly  of  bank  eligible  instruments),  you 
are  of  the  opinion  that  the  issuance  and  underwriting  of 
the  bonds  you  have  described  will  not  constitute  a  viola¬ 
tion  of  the  Glass-Steagall  Act’s  prohibition  on  national 
bank  involement  in  investment  banking  activities.  More¬ 
over,  you  have  cited  12  C.F.R.  §  5.34(c)  for  the  principle 
that  an  operating  subsidiary  can  deal  in  the  underwriting, 
purchase  and  sale  of  securities  to  the  extent  permitted 
a  national  bank  by  Section  16  of  the  Glass-Steagall  Act. 

On  the  basis  of  the  facts  and  representations  set  forth 
m  your  opinions  of  August  17,  1984,  January  9,  1985,  April 


'Since  you  indicate  that  these  activities  will  fall  within  the  'safe  harbor” 
created  by  the  SEC's  no-action  letters,  we  have  assumed  that  you  will 
comply  with  the  SEC's  requirements  concerning  the  required  propor- 
'.ons  of  whole  mortgage  loans  and  whole  pool  mortgage  certificates 
?You  have  also  stated  that  even  if  the  foregoing  facts  would  indicate 
that  under  Regulation  D's  affiliate  paper  rule,  12  C  F  R  §  204  2(a)(i)(V), 
a  deposit  liability  could  arise,  the  bonds  will  almost  certainly  have  matu- 
rt  /  of  more  than  four  years  (and  will  certainly  have  a  maturity  more 
thar  one  and  one  half  years),  thus  indicating  either  that  no  "deposit” 
wo •.  d  e/  st  under  the  affiliate  paper  rule”  or  that  the  applicable  reserve 
percentage  under  12  CFR  §  204  9(a)(1)  would  be  zero 


22,  1985  and  June  6,  1985,  along  with  supporting  sub¬ 
missions  (which  are  incorporated  herein  by  reference), 
in  our  June  10,  1985  telephone  conversation,  and  in  reli¬ 
ance  on  your  legal  opinion  that  the  activities  of  the  Bank's 
subsidiary  would  not  violate  banking  law  provisions,  in 
particular  Sections  16,  20,  21  or  32  of  the  Glass-Steagall 
Act,  we  will  raise  no  objection  to  the  involvement  of  the 
Bank  and  its  subsidiary  in  the  described  activities.  In 
keeping  with  this  Office's  general  policy,  we  will  not 
comment  on  the  appropriateness  of  specific  language 
contained  in  documentation  to  be  used  in  this  connection. 

Because  this  position  is  based  upon  the  representations 
made  in  your  letter  of  August  17,  1984,  and  subsequent 
correspondence  and  documents,  it  should  be  noted  that 
any  different  facts  or  conditions  might  require  a  different 
conclusion.  In  addition,  please  note  that  our  view  is  based 
on  current  law  and  regulation  and  may  be  subject  to 
revisions  as  future  litigation  or  legislative  developments 
warrant.  We  will,  of  course,  continue  to  monitor  national 
bank  participation  in  the  program  and  we  reserve  the 
right  to  modify  the  views  expressed  herein  or  provide 
additional  comments  in  the  future. 

Richard  V.  Fitzgerald 
Chief  Counsel 

★  *  ★ 

363— May  23,  1986 

Kathryn  B.  McGrath,  Director 
Division  of  Investment  Management 
Securities  and  Exchange  Commission 
Washington,  D.C.  20549 

Dear  Ms.  McGrath: 

This  is  in  response  to  your  request  for  the  advice  of  this 
Office  as  to  whether  national  banks  may  sell  units  in  unit 
investment  trusts  under  the  Glass-Steagall  Act.  Our  under¬ 
standing  of  the  facts  surrounding  this  activity,  as  set  forth 
below,  is  based  upon  materials  supplied  by  your  office 
and  upon  additional  information  supplied  by  several 
banks  in  connection  with  matters  before  this  Office. 

Facts 

A  unit  investment  trust  (UIT)  is  an  investment  company, 
organized  under  a  trust  indenture,  which  issues  undivided 
interest  in  a  portfolio  of  specified  securities.  The  organizer 
(Sponsor)  acquires  various  securities  and  on  a  certain 
date  deposits  those  securities  into  a  trust  with  an  indepen¬ 
dent  Trustee.  In  exchange,  the  Sponsor  receives  a  speci¬ 
fied  number  of  certificates  evidencing  the  ownership  of 
units  in  the  trust.  The  Sponsor  in  turn  has  entered  an 
agreement  with  an  underwriter  or  group  of  underwriters 
(Underwriters)  whereby  each  Underwriter  purchases  a 
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certain  number  of  units.  The  Sponsor  may  also  act  as  the 
sole  Underwriter  or  be  among  the  underwriting  group. 
In  the  initial  offering  period,  the  units  are  offered  to  the 
public  at  a  price  which  represents  the  divided  aggregate 
offering  price  of  the  securities  in  the  portfolio  plus  a  speci¬ 
fied  sales  charge.  There  is  a  discount  in  the  sales  com¬ 
mission  for  quantity  purchases  of  units.  UlTs  are  typically 
set  up  so  that  the  public  offering  price,  including  full  sales 
charge,  is  a  standard  amount  per  unit. 

After  the  initial  offering,  the  Sponsor  and  sometimes  cer¬ 
tain  of  the  other  Underwriters  may  maintain  (but  are  not 
obligated  to)  a  secondary  market  in  the  units.  In  this 
market,  the  Sponsor  and/or  Underwriters  may  have  profits 
or  losses  based  on  differences  between  the  purchase 
price  and  resale  price.  If  no  market  is  maintained  or  if 
a  unit  owner  cannot  otherwise  find  a  purchaser,  then  a 
unit  owner  wishing  to  dispose  of  units  disposes  of  them 
only  by  tendering  units  to  the  UIT  Trustee  for  redemption 
at  a  redemption  price  according  to  procedures  specified 
in  the  prospectus. 

During  the  initial  offering  period,  units  are  sold  to  the 
public  either  directly  by  the  Sponsor/Underwriters  or 
through  broker-dealers  and  others  (including  national 
banks)  at  the  public  offering  price.  The  broker-dealers  and 
others  receive  compensation  of  a  specified  amount  per 
unit  sold.  This  amount  is  specified  in  the  prospectus  and 
comes  out  of  the  stated  sales  charge.  National  banks 
make  units  available  to  their  customers  on  an  agency 
basis.  A  portion  of  the  stated  sales  charge  is  retained  by, 
or  remitted  back  to,  the  banks  as  the  agency  commission. 
When  there  is  a  reduced  sales  charge  to  a  customer  (/.a, 
when  the  customer  purchases  a  large  enough  quantity 
of  units  to  enjoy  the  quantity  discount  on  sales  charges), 
the  reduction  comes  out  of  the  broker-dealer’s  or  bank’s 
portion  of  the  sales  charge. 

Thus,  the  sale  of  UlTs  is  in  two  tiers.  The  first  tier  consists 
of  the  Sponsor  and  Underwriters,  who  have  a  direct  rela¬ 
tionship  with  the  UIT  Sponsor  and  are  obligated  to  pur¬ 
chase  specified  amounts  of  units,  and  who  sell  to  the 
public  either  directly  or  through  the  second  tier.  The 
second  tier  consists  of  other  broker-dealers  and  others 
(including  banks)  who  sell  between  the  Sponsor  or 
Underwriters  and  the  public  on  either  an  agency  or  prin¬ 
cipal  basis.  National  banks  sell  only  on  an  agency  basis. 

There  appear  to  be  two  alternative  arrangements 
between  the  Sponsor/Underwriter  and  a  broker-dealer  or 
bank.  In  the  first  type  (fully  disclosed),  the  Sponsor/ 
Underwriter  acts  as  clearing  agent  for  the  bank.  The  bank 
places  orders  with  the  Sponsor/Underwriter  at  the  public 
offering  price.  The  Sponsor/Underwriter  (hereafter  simply 
"Underwriter”)  agrees  to  execute  transactions  for  bank 
customers  only  upon  the  authorization  of  the  bank  act¬ 
ing  as  agent  of  the  customer.  The  Underwriter  confirms 


trades  to  bank  customers  directly  on  a  fully  disclosed 
basis  (i.e.,  the  agreement  between  the  bank  and  Under¬ 
writer,  that  the  customer's  transactions  with  the  Under¬ 
writer  are  being  effected  with  the  bank  as  the  customer's 
agent  and  the  bank’s  receipt  of  an  agency  commission, 
is  disclosed  to  the  customer).  Full  payment  is  made 
directly  from  the  purchasing  customer  to  the  selling 
Underwriter.  Periodically  (e.g.,  weekly  or  monthly)  the 
Underwriter  sends  the  bank  a  statement  showing  activity 
done  by  the  bank  as  agent  for  its  customers  and  remit¬ 
ting  to  the  bank  the  aggregate  amount  of  its  sales  com¬ 
missions  on  its  customers’  orders  (less  any  applicable 
clearance  fees  owed  to  the  Underwriter  as  clearing 
agent). 

In  a  recently  developed  variation  of  the  fully  disclosed 
method,  the  payment  process  works  differently  although 
the  clearing  and  confirmation  process  is  the  same.  In  this 
variation,  the  customer  pays  the  bank  the  full  purchase 
price  and  the  bank  keeps  its  portion  of  the  sales  com¬ 
mission  out  of  the  customer  payment  and  forwards  the 
balance  to  the  Underwriter.  Alternatively,  the  customer 
could  write  two  checks,  one  for  the  bank’s  portion  and 
the  other  for  transmittal  to  the  Underwriter. 

In  the  second  type  of  arrangement,  the  Underwriter  con¬ 
firms  transactions  directly  to  a  broker-dealer  or  bank,  and 
the  broker-dealer  or  bank  confirms  directly  to  its  cus¬ 
tomers.  The  broker-dealer  or  bank  realizes  its  sales  com¬ 
mission  in  the  difference  between  the  price  confirmed  to 
it  and  the  price  it  charges  and  confirms  to  its  customer 
(the  public  offering  price).  The  customer  pays  the  broker- 
dealer  or  bank  the  full  payment,  and  the  broker-dealer 
or  bank  pays  on  to  the  Underwriter  its  price. 

It  is  our  understanding  that  national  banks  have  entered 
arrangements  with  either  or  both  of  the  variations  of  the 
fully  disclosed  method.  We  also  understand  national 
banks  have  entered  similar  arrangements  with  respect 
to  the  sale  of  mutual  fund  shares.  We  are  not  aware  of 
any  national  bank  using  the  direct  method. 

As  indicated  above,  national  banks  participate  in  the  sale 
of  UIT  units  in  the  initial  offering  period  by  acting  as  sell¬ 
ing  agents  between  Sponsors/Underwriters  and  purchas¬ 
ers  who  are  customers  of  the  bank.  In  these  agency  sales, 
the  transactions  are  done  without  recourse  to  the  bank, 
each  transaction  is  initiated  solely  on  the  order  of  the  pur¬ 
chasing  customer,  and  the  transaction  is  for  the  account 
of  the  purchasing  customer  and  not  for  the  account  of 
the  bank. 

Some  national  banks  have  entered  these  arrangements 
with  only  one  Sponsor/Underwriter  of  UlTs  or  mutual 
funds.  Other  national  banks  have  entered  arrangements 
with  a  number  of  Sponsors/Underwriters.  In  either  event, 
although  the  arrangement  is  with  specific  Sponsors,  there 
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seems  to  be  nothing  to  prevent  the  national  bank  from 
facilitating  the  purchase  of  other  UlTs  or  funds  through 
appropriate  channels,  for  a  customer  at  the  customer’s 
request 

Under  the  arrangement  with  which  we  are  thus  far 
familiar,  the  national  banks  are  under  no  obligation  to  sell 
or  promote  the  UlTs  or  funds  to  any  extent  whatsoever. 
The  national  banks  do  not  have  any  discretion  to  make 
investment  decisions  for  their  customers  with  respect  to 
the  UlTs  or  funds.  All  purchases  and  sales  of  UIT  units 
or  fund  shares  are  made  solely  on  the  order  of  the 
customer. 

Similarly,  we  understand  that  national  banks  are  making 
the  availability  of  the  UlTs  and  funds  known  to  customers 
through  a  reference  in  brochures  or  advertisements 
generally  listing  the  securities  services  offered  by  the 
bank  Information  regarding  the  UlTs  or  funds  is  limited 
to  a  statement  that  they  may  be  purchased  through  the 
bank.  It  is  also  indicated  that  the  UlTs  or  funds  do  not 
constitute  obligations  of  the  bank  and  are  not  insured  by 
the  Federal  Deposit  Insurance  Corporation.  Some  banks 
are  also  facilitating  the  availability  of  UIT  or  fund  prospec¬ 
tuses  to  customers  upon  customer  request.  Some  banks 
may  forward  a  copy  of  the  prospectus  to  the  customer, 
also  informing  the  customer  that  the  prospectus  is 
provided  by  the  Sponsor  and  the  bank  is  not  affiliated 
with  or  endorsing  the  fund  but  is  forwarding  the  prospec¬ 
tus  as  a  service  to  the  requesting  customer.  Other  banks 
may  relay  the  customer  request  to  the  Sponsor  or  direct 
the  customer  to  the  Sponsor. 

In  addition  to  the  above  arrangements,  some  banks  may 
also  have  entered  separate  agreements  with  Sponsors 
under  which  the  bank  receives  payments  pursuant  to 
plans  established  under  Securities  and  Exchange  Com¬ 
mission  Rule  12b-1,  or  a  similar  plan,  for  recordkeeping, 
accounting,  and  other  services  provided  for  customers. 

Opinion 

In  my  opinion,  these  activities  are  permissible  activities 
for  national  banks  under  the  National  Bank  Act  and  the 
Glass-Steagall  Act.  Section  16  of  the  Glass-Steagall  Act 


authorizes,  and  Section  21  does  not  prohibit,  agency 
securities  activities  by  national  banks,  including  the  pur¬ 
chase  and/or  sale  of  shares  in  mutual  funds  or  units  in 
unit  investment  trusts  as  agent  without  recourse  upon  the 
order  of  and  for  the  account  of  customers.  Securities 
brokerage  activities  as  agent  for  customers  have  been 
specifically  approved  for  national  banks  and  bank  hold¬ 
ing  companies.  See  Securities  Industry  Association  v. 
Board  of  Governors  of  the  Federal  Reserve  System,  468 
U.S.  207  (1984)  (bank  holding  companies);  Securities 
Industry  Association  v.  Comptroller  of  the  Currency  577 
F.  Supp.  252  (D.D.C.  1983),  affd  per  curiam  758  F.2d  739 
(D.C.  Cir.  1985)  (“Security  Pacific”)  (national  banks), 
appellant's  petition  for  cert,  denied,  106S.Ct.  790(1986) 
(securities  brokerage  issue),  appellee's  petition  for  cert, 
granted,  54  U.S.L.W.  3575  (U.S.  March  3,  1986)  (No. 
85-971)  (branching  issue).  See  also  OCC  Letter  No.  331 
(April  4,  1985),  reprinted  in  Fed.  Banking  L.  Rep.  (CCH) 
1  85,501  (agency  sale  of  variable  annuities);  OCC  Letter 
No.  332  (March  8,  1985),  reprinted  in  Fed.  Banking  L. 
Rep.  (CCH)  1  85,502  (agency  sale  of  mutual  funds);  OCC 
Letter  No.  329  (March  4,  1985),  reprinted  in  Fed.  Banking 
L.  Rep.  (CCH)  85,499  (agency  placement  of  commer¬ 
cial  paper). 

This  opinion  is  based  upon  the  facts  and  circumstances 
set  forth  above.  Different  circumstances  may  affect  the 
legal  analysis.  In  addition,  this  opinion  reflects  current  law 
and  may  be  subject  to  revision  as  future  developments 
warrant.  In  this  regard,  the  Office  is  advising  all  national 
banks  that,  if  the  holding  of  Security  Pacific,  supra  (con¬ 
cerning  the  locations  at  which  securities  brokerage  activi¬ 
ties  may  be  conducted)  should  be  sustained  upon  review, 
they  would  be  expected  to  take  appropriate  steps  to  bring 
themselves  into  compliance  with  applicable  law. 

I  trust  this  letter  is  responsive  to  your  request.  If  you  wish 
further  information,  please  call  me. 

Richard  V.  Fitzgerald 
Chief  Counsel 

★  ★  * 
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Enforcement  Actions — January  I  to  June  30,  1986 


Topic 

Affiliates,  extensions 
of  credit 

Agricultural  lending, 
general 

Agricultural  lending 
policy 

Allowance  for  loan 
and  lease  losses 


Appraisals  of  real 
property 
Asset/liability 
management 


Bank  Secrecy  Act 
compliance 
Banking  Circular  115 
Banking  Circular  181 
Banking  Circular  202 
Blanket  bond 
coverage 
Board  committee 
structure 

Board  of  directors, 
reports  to 
Brokered  deposits, 
notification  and 
reporting 


Brokered  deposits, 
prohibition  or 
eliminating 
dependence 


Budget/financial 

plan 


Business/strategic 

plan 


CPA  audit,  annual 
Call  report 


Actions 

AA92 

AA74,  133 

AA41 , 65,  74,  119,  128,  155,  165,  166,  169 

AA1 ,  2,  3,  4,  5,  6,  7,  9,  10,  11,  12,  14,  15, 
16,  17,  18,  19,  20,  21, 23,  24,  25,  26,  27,  28, 
29,  30,  31 , 32,  33,  34,  35,  36,  37,  38,  39,  40, 

41 , 42,  43,  44,  45,  46,  47,  49,  50,  51 , 52,  53, 

54,  55,  56,  57,  58,  59,  60,  61 , 62,  63,  64,  65, 

66,  67,  68,  69,  70,  71 , 72,  73,  74,  75,  76,  77, 

78,  79,  80,  81 , 82,  84,  85,  86,  87,  88,  89,  90, 

91, 92,  93,  95,  96,  97,  98,  99,  100,  101,  102, 
103,  104,  105,  106,  107,  108,  109,  110,  111, 

113,  114,  115,  116,  117,  118,  119,  121, 122, 
123,  124,  125,  126,  127,  128,  129,  130,  131, 
132,  133,  134,  135,  136,  137,  138,  139,  140, 
141, 142,  143,  144,  145,  146,  148,  149,  150, 
151, 152,  154,  155,  156,  157,  158,  159,  160, 
161,  163,  164,  167,  168,  169 

AA6,  9,  97,  109,  126 

AA2,  3,  4,  6,  7,  9,  10,  16,  17,  20,  21,  22, 
23,  24,  26,  27,  29,  32,  33,  34,  35,  39,  41 , 42, 
43,  45,  46,  47,  51 , 53,  54,  57,  58,  61 , 65,  67, 
68,  69,  71 , 72,  73,  78,  81 , 82,  83,  84,  85,  86, 
87,  88,  89,  90,  92,  93,  95,  96,  97,  98,  99,  100, 
101, 103,  105,  106,  108,  109,  115,  116,  117, 
122,  123,  125,  130,  131,  133,  134,  138,  139, 
140,  141, 143,  144,  145,  148,  153,  154,  158, 
160,  163,  165,  166,  168,  169 
AA98,  105,  116,  147 

AA44,  46,  58,  108,  117,  122,  132,  136,  145 
AA51 ,  79,  152 
AA145 
AA39,  154 

AA63,  168 

AA67,  154 

AA1 ,  2,  3,  5,  7,  9,  13,  14,  15,  17,  18,  19, 
20,  22,  23,  25,  26,  28,  29,  30,  31,  33,  35, 
40,  42,  44,  50,  51 , 52,  57,  58,  60,  62,  66,  68, 
70,  71 , 73,  74,  75,  78,  81 , 85,  86,  92,  93,  95, 
96,  99,  101,  102,  104,  109,  111,  112,  113, 

114,  122,  130,  131,  134,  139,  141,  151, 163, 
165,  166,  169 

A  A3,  4,  6,  8,  10,  21,  32,  39,  47,  49,  56, 
59,  61,  79,  80,  82,  87,  89,  90,  97,  98,  100, 
103,  105,  106,  108,  110,  117,  123,  124,  125, 
126,  127,  143,  144,  146,  148,  150,  153,  154, 
155,  156,  157,  158,  159,  160,  161,  162,  164, 
167,  168 

AA1 ,  2,  4,  6,  11,  16,  18,  19,  21,  23,  26, 
27,  29,  42,  53,  61 , 69,  72,  74,  75,  83,  84,  86, 
87,  89,  97,  103,  104,  107,  110,  126,  127,  132, 
136,  141,  145,  146,  148,  163,  167 
AA2,  6,  7,  17,  24,  26,  31,  32,  33,  44,  50, 
52,  56,  57,  60,  64,  66,  73,  81 , 82,  96,  99,  100, 
101, 120,  125,  131, 132,  134,  138,  139,  141, 
143,  144,  148,  154,  155,  157,  159,  162,  163, 
168 

AA6,  74 

AA2,  3,  4,  9,  10,  19,  21, 30,  42,  43,  55,  65, 


Topic 


Capital  injection 

Capital  plan,  achieve 
and  maintain 
predetermined 
minimum 

Capital  plan,  equity 
capital 

Capital  plan,  general 


Cashier 

Charge-off  assets 
Chief  executive 
officer,  new 
Collateral  exceptions 


Collection  procedures 


Compliance  committee 
Concentrations  of 
credit 


Conflict  of  interest 
policy 

Consumer  compliance 
program 


Consumer  violations 
Credit  information 
exceptions 


Criticized  assets 


Actions 

67,  68,  88,  93,  99,  101,  111,  117.  118,  121, 

123,  130,  133,  143,  163 
AA60,  162 

AA5,  6,  7,  8,  9,  12,  14,  16,  31, 54,  56,  60,  62, 

67,  72,  84,  86,  90,  1 12,  1 13,  1 14,  1 1 7,  1 18, 
119,  120,  143,  148,  150,  155,  157,  163,  167, 
168 

AA6,  9,  27,  109,  123,  160,  166 

AA1 ,  2,  3,  4,  5,  6.  7,  9,  10,  11,  17,  18,  19, 
22,  23,  24,  25,  26,  28,  29,  30,  32,  33,  35,  36, 

37,  38,  39,  40,  41 , 42,  43,  44,  46,  47,  50,  51 , 

52,  53,  55,  57,  58,  61 , 63,  65,  66,  68,  69,  71 , 

73,  74,  75,  78,  79,  80,  81 , 82,  83,  85,  88,  89, 

92,93,95,96,97,98,99,  100,  101,  102,  103, 
104,  105,  106,  108,  110,  111,  121, 122,  124, 
125,  126,  127,  128,  130,  131, 132,  133,  134, 

135,  136,  139,  140,  144,  145,  146,  152,  153, 
154,  156,  158,  159,  165,  169 

AA116 

AA24,  27,  30,  45,  68,  72,  145 

AA9,  21 , 53,  54,  56,  59,  60,  68,  74,  1 1 7,  1 25, 

136,  157,  161,  163,  165 

AA2,  10,  11,  12,  14,  15,  18,  19,  21,  23,  24, 

27,  28,  29,  30,  32,  33,  36,  37,  38,  39,  40,  42, 

44,  49,  50,  52,  55,  57,  58,  59,  60,  63,  64,  65, 
66,  67,  68,  71 , 73,  74,  78,  81 , 82,  83,  85,  93, 
95,  96,  101,  113,  114,  116,  117,  119,  121, 

122,  125,  128,  131, 132,  137,  138,  139,  140, 
141,  143,  144,  145,  148,  154,  156,  160,  163 
AA2,  4,  6,  9,  10,  14,  16,  18,  25,  26,  27,  30, 
32,  33,  36,  38,  39,  42,  43,  45,  50,  51 , 56,  57, 
58,  65,  67,  68,  73,  78,  80,  83,  86,  88,  89,  91 , 

97,  100,  104,  109,  110,  111,  112,  113,  123, 

124,  125,  126,  129,  132,  134,  139,  140,  143, 
144,  145,  152,  154 

AA4 

AA4,  6,  7,  9,  10,  17,  21,  22,  26,  30,  31,  33, 

45,  51 , 52,  57,  58,  60,  65,  66,  67,  81 , 86,  93, 

98,  100,  104,  109,  110,  112,  122,  133,  143, 
163 

A  A3,  9,  18,  19,  24,  25,  26,  28,  33,  37,  54,  58, 
75,  92,  98,  105,  106,  116,  118,  122,  144,  148, 
156,  162,  163 

A  A3,  10,  17,  20,  21, 26,  27,  46,  49,  51,  52, 
57,  67,  73,  82,  83,  86,  89,  92,  93,  94,  96,  102, 
104,  109,  131,  132,  134,  141,  148,  158,  160, 
166 

AA69,  73,  94,  128 

AA1 , 2,  3,  4,  6,  9,  11,  12,  13,  15,  18,  19,  20, 
21 , 23,  24,  26,  27,  28,  29,  30,  32,  33,  36,  37, 

38,  39,  40,  41 , 42,  44,  45,  49,  50,  51 , 52,  53, 
55,  57,  58,  59,  60,  61 , 62,  63,  64,  65,  66,  67, 

68,  69,  71 , 72,  73,  74,  75,  78,  81 , 82,  83,  85, 
86,  87,  89,  90,  92,  93,  95,  96,  97,  98,  99,  100, 
101, 102,  103,  104,  105,  107,  108,  109,  111, 
113,  114,  116,  117,  118,  119,  120,  121, 122, 

123,  126,  128,  130,  131,  132,  133,  134,  135, 

137,  138,  139,  140,  141,  143,  144,  145,  148, 

150,  151, 152,  154,  155,  156,  157,  158,  159, 
160,  163,  164,  165,  166,  167,  168,  169 
AA1 ,  2,  3,  4,  5,  6,  7,  9,  10,  11,  12,  13,  14 
15,  16,  17,  18,  19,  20,  21, 22,  23,  25,  26,  27, 

28,  29,  31 , 32,  33,  34.  35,  36,  37,  38,  39,  40, 

41 , 42,  43,  44,  45,  46,  47,  49.  50,  51 , 52,  53, 
54,  55,  56,  57,  58,  59,  60,  61 , 62,  63,  64,  65, 

66,  67,  68,  69,  70,  71 , 72,  73,  74,  75,  76,  77, 


81 


Actions 


Topic 


Actions 


Topic 


Directors 

Dividend 

restrictions 


Dividend 
restrictions, 
prior  approval 
Dividends,  past 
Dormant  accounts 
policy 
EDP 

Earnings 

Expenses,  review 
of 

External  audit 

Fidelity  bond 
insurance 
Forward  and 
standby 
contracts 
Geographic  trade 
area 
Insider 
transactions 
Internal  audit 


Internal  controls 


Internal  loan 
review 


Investment 

policy 

Investment 

portfolio, 

trading 

Lending  policy 


78  79  80,  81 , 82,  83.  84,  85,  86,  87,  88,  89, 
90,  91, 92,  93,  95,  96,  97,  98,  99,  100,  101, 
102,  103,  104  105,  106,  107,  108,  109,  110, 

111,  112,  113,  114,  115,  116,  117,  118,  119, 
120,  121.  122,  123,  124  125,  126,  127,  128, 
129,  130,  131, 132,  133,  134,  135,  136,  137, 
138,  13$,  140,  141,  142,  143,  144,  145,  146, 
148,  149,  150,  151,  152,  154,  155,  156,  158, 
160,  163,  164,  165,  166,  167,  168,  169 
AA9 

AA1.7.  10,  11,  18,  19,21,23,24,25,26,27, 

28,  34,  36,  37,  41 , 42,  44,  46,  50,  61 , 62,  65, 

67,  68,  70,  71, 74,  75,  76,  79,  80,  82,  83,  84, 

86,  92,  100,  108,  109,  118,  120,  123,  124, 

125,  132,  133,  134,  135,  142,  145,  148,  151, 

155,  156,  158,  159,  169 

AA4,  8,  9,  12,  15,  39,  40,  43,  55,  56,  90,  97, 

117,  126,  143,  150,  152,  154,  157,  163,  165, 

166,  167 

AA9 

AA26 

AA1 0,  20,  40,  67,  93,  94,  96,  121,  132,  134, 
151,  155,  157 

AA1 5,  16,  17,  24,  25,  69,  71,  133 
AA92 

AA9,  21, 40,  42,  47,  74,  75,  82,  92,  95,  107, 

112,  117,  125,  126,  127,  132,  163,  167 
AA157,  162 

A  A3,  117 


AA9 

AA84,  117,  153,  154,  162 

AA6,  9,  10,  23,  26,  27,  31 , 32,  33,  40,  43,  45, 
49,  52,  57,  63,  64,  65,  67,  72,  74,  81 , 82,  92, 
95,  96,  98,  99,  101,  104,  105,  106,  111,112, 
113,  117,  119,  121,  122,  125,  130,  132,  136, 
143,  148,  159,  162,  163 
A  A3,  6,  9,  10,  26,  33,  37,  39,  42,  46,  48,  49, 
51 , 54,  57,  59,  63,  64,  67,  69,  73,  74,  81 , 82, 
84,  86,  89.  91 , 92,  96,  98,  1 02,  1 05,  1 07,  1 09, 

111,  112,  117,  125,  126,  127,  131,  138,  143, 
148,  156,  162,  163 

AA1, 2,  3,  6,  8,  9,  10,  11,  12,  13,  14,  15,  16, 
17,  18,  19,  20,  21, 22,  23,  24,  25,  26,  30,  31, 

32,  33,  34,  35,  36,  37,  38,  40,  41 , 42,  43,  44, 

45,  46,  47,  49,  50,  51 , 52,  53,  54,  55,  56,  57, 

58,  59,  61 , 62,  64,  65,  66,  67,  68,  70,  71 , 72, 

73,  74,  75,  77,  78,  79,  80,  81 , 82,  83,  86,  87, 
88,  89,  90,  91,  92,  93,  96,  97,  98,  99,  101, 
102,  104,  105,  106,  107,  108,  109,  110,  111, 

112,  113,  114,  115,  116,  117,  118,  119,  120, 
121,  122,  123,  124,  125,  126,  127,  128,  129, 
130,  131, 132,  133,  135,  137,  138,  139,  140, 
141, 143,  144,  146,  149,  150,  151,  154,  155, 
156,  157,  158,  159,  160,  165,  166,  167,  168, 
169 

A  A3,  9,  18,  25,  26,  42,  49,  51,  86,  89,  92, 
95,  99,  100,  108,  109,  112,  117,  131,  140, 
143,  144,  148,  166 
AA3,  25,  118 


AA1 ,  3,  4,  9,  10,  11,  17,  18,  19,  20,  21,  23, 
24,  26,  29,  30,  32,  33,  34,  35,  45,  47,  49,  51 , 
57,  58,  61 , 66,  67,  68,  69,  70,  71 , 73,  74,  76, 
77,  81 , 82,  85,  87,  88.  89,  90,  92,  93,  95,  96, 
98,  99.  100,  101,  105,  106,  107,  108,  109, 


Liquidity 


Loan 

administration 


Loan  policy 
compliance 
Loan  production 
office 

Management  and 
board  supervision 
study 

Management 
information  systems 
Management  study 


Nonaccrual  loans 


Noncompliance  with 
previous 

enforcement  action 
Other  real  estate 
owned 

Overdraft  policy 
Participations 
purchased 

Profit  plan 


Recordkeeping 
Renewals  of 
extensions  of 
credit 

Restitution 
Securities 
Senior  lending 
officer,  new 

Special  counsel 
Trading  account 
Trust  activities 
Truth  in  lending 
Violations  of  law, 
general 


111,  113,  114,  115,  117,  118,  119,  120,  121, 
123,  125,  126,  127,  129,  137,  138,  139,  142, 

143,  144,  145,  146,  148,  154,  155,  157,  158, 
160,  161,  163,  165,  166,  167,  168,  169 
AA4,  6,  9,  14,  17,  22,  32,  39,  51, 56,  63,  68, 
78,  82,  84,  98,  99,  100,  101,  105,  106,  111, 

112,  122,  125,  132,  133,  134,  136,  139,  143, 

144,  146,  148,  152,  154,  157,  162,  163 
AA4,  5,  6,  7,  9,  11,  13,  14,  25,  44,  46,  47,  54, 
56,59,64,66,75,76,91,96,  100,  116,  119, 
127,  128,  129,  130,  142,  148,  156,  158,  163, 
164 

AA2,  9,  13,  30,  43,  44,  58,  75,  98,  105,  1 1 1 , 

125,  131,  146,  149,  166,  168 

AA9 

AA3.4,  10,  14,  15,  17,22,25,29,36,53,54, 
56,  66,  77,  88,  89,  91 , 93,  94,  96,  98,  99,  1 00, 
101, 104,  105,  112,  114,  117,  141,  146,  153, 
154,  155 
AA59,  65 

AA1 , 2,  6,  16,  26,  27,  31, 32,  33,  38,  40,  41, 
42,  47,  49,  50,  51, 52,  55,  57,  58,  59,  64,  67, 
68,  72,  76,  78,  79,  80,  81 , 82,  83,  85,  86,  87, 
90,  92,  102,  103,  107,  108,  109,  111,  116, 
117,  120,  121,  123,  124,  125,  126,  129,  131, 
132,  133,  134,  135,  138,  139,  142,  143,  144, 

145,  148,  151,  156,  158,  159,  163,  166,  167, 
168 

AA2,  4,  6,  9,  10,  11,  18,  19,  21,  23,  24,  26, 
27,  30,  35,  36,  37,  38,  40,  45,  52,  60,  61 , 67, 
68,  69,  72,  78,  84,  86,  89,  91, 97,  107,  108, 
109,  110,  114,  117,  125,  129,  143,  149,  150, 
152,  155,  156,  163 
CMP3,  10,  13,  18,  19,  22,  23,  25 


AA9,  19,  30,  32,  41,  42,  43,  45,  49,  52,  67, 

68,  69,  78,  91,  97,  109,  125,  130,  134,  146, 

151,  152,  168 

AA26,  49,  54,  88,  92,  156 

AA4,  6,  9,  19,  23,  51,  56,  79,  80,  82,  85,  96 

98,  99,  105,  106,  108,  109,  111,  117,  124, 

131,  134,  139,  149,  152,  158 

AA1 , 3,  4,  5,  9,  10,  21 , 22,  32,  33,  37,  38,  39, 

40,  44,  45,  46,  49,  50,  51 , 52,  54,  58,  60,  62, 

63,  66,  76,  79,  80,  82,  85,  86,  88,  90,  92,  93, 

95,96,98,99,  100,  101,  103,  104,  105,  106, 

108,  110,  113,  114,  116,  117,  122,  123,  124, 

125,  126,  131, 134,  137,  139,  140,  141,  142, 

144,  153,  154,  157,  158 

AA154 

AA1 , 4,  5,  6,  7,  9,  11,  12,  14,  15,  17,  18,  19, 
23,  24,  28,  29,  30,  34,  35,  36,  37,  38,  39,  40, 
42,  43,  54,  55,  56,  61, 65,  68,  114,  117,  118, 
121,  148,  151 
AA165 
SE1 ,  2 

AA2,  9,  27,  30,  37,  62,  68,  69,  86,  88,  117, 
119,  128,  129,  135,  154,  155,  156,  157,  161, 
166 

AA9,  162 
AA48 

AA7,  20,  31,  44,  111,  131,  134,  156,  168 
AA121 

AA1 ,  2,  3,  4,  5,  6,  9,  10,  11,  12,  13,  14,  15, 
17,  18,  19,  20,  21, 22,  24,  25,  26,  27,  28,  29, 

30,  32,  33,  35,  37,  38,  39,  40,  41 , 42,  43,  44, 

45,  46,  47,  51 , 52,  53,  54,  55,  56,  57,  58,  61 , 

63,  65,  66,  67,  68,  69,  72,  73,  74,  75,  76,  77, 

78,  81 , 82,  83,  84,  85,  86,  89,  90,  91 , 92,  94, 
95,  96.  97,  98,  99,  100,  101,  102,  103,  104, 


62 


Topic 


Actions 


Topic 


Actions 


Violations  of  law, 
12  U.S  C.  29 
Violations  of  law, 
12  U.S  C.  71a 
Violations  of  law, 
12  U  S.C.  84 


Violations  of  law, 
12  U.S  C.  161 


105,  106,  109,  110,  112,  114,  115,  116,  117, 
118,  120,  121, 122,  123,  125,  126,  127,  129, 
131,  132,  133,  134,  135,  136,  138,  139,  140, 
141,  142,  143,  144,  145,  146,  148,  151, 153, 
154,  155,  156,  157,  158,  162,  163,  165,  166, 
167,  168,  169 
AA86 

AA136 

AA3,  4,  6,  9,  10,  19,  24,  26,  31, 39,  58,  60, 
61 , 70,  71 , 78,  81 , 82,  84,  85,  88,  92,  96,  97, 
99,  101,  109,  112,  117,  135,  136,  144,  147, 
158,  162,  163,  165;  CMP2,  6,  8,  12,  13,  14, 
15,  16,  21,  24,  26,  27 
AA117;  CMP9 


Violations  of  law, 
12  U.S  C.  371c 
Violations  of  law, 
12  U.S  C.  375a 
Violations  of  law, 
12  U.S  C.  375b 
Violations  of  law, 
12  U.S  C.  501 
Violations  of  law, 
12  C.F.R.  215 
Violations  of  law, 
31  C.F.R.  103 
Volatile  liability 
dependence 


AA7,  133,  136.  151,  CMP12,  13.  19.  21  27 

CMP2,  5,  6,  9.  13,  19.  20.  21.  24  27 

AA144,  151,  156,  CMP  1, 2.  4,  5,  6,  7,  9.  1 1 

13,  17,  19,  20,  24,  27 

CMP27 

AA19,  156;  CMP1 ,  4,  7,  11,  13,  17,  19.  20 
AA19,  59,  64,  69,  133,  134,  147 
AA105,  106 
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Administrative  Actions 


1 .  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Budget/financial  plan 

4.  Capital  plan,  general 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Dividend  restrictions 

8.  Internal  loan  review 

9.  Lending  policy 

10.  Management  study 

1 1 .  Profit  plan 

12.  Renewals  of  extensions  of  credit 

13.  Violations  of  law,  general 

2.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Budget/financial  plan 

5.  Business/strategic  plan 

6.  Call  report 

7.  Capital  plan,  general 

8.  Collateral  exceptions 

9.  Collection  procedures 

10.  Credit  information  exceptions 

1 1 .  Criticized  assets 

12.  Internal  loan  review 

13.  Loan  policy  compliance 

14.  Management  study 

15.  Nonaccrual  loans 

16.  Senior  lending  officer,  new 

17.  Violations  of  law,  general 

3.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

4.  Brokered  deposits,  notification  and  reporting 

5.  Call  report 

6.  Capital  plan,  general 

7.  Conflict  of  interest  policy 

8.  Consumer  compliance  program 

9.  Credit  information  exceptions 

10.  Criticized  assets 

1 1 .  Forward  and  standby  contracts 

12.  Internal  audit 

13.  Internal  controls 

14.  Internal  loan  review 

15.  Investment  policy 

16.  Investment  portfolio,  trading 


17.  Lending  policy 

18.  Management  and  board  supervision  study, 
outside 

19.  Profit  plan 

20.  Violations  of  law,  general 

21.  Violations  of  law,  12  U.S.C.  84 

4.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1.  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

4.  Budget/financial  plan 

5.  Call  report 

6.  Capital  plan,  general 

7.  Collection  procedures 

8.  Concentrations  of  credit 

9.  Credit  information  exceptions 

10.  Criticized  assets 

1 1 .  Dividend  restrictions,  prior  approval 

12.  Lending  policy 

13.  Liquidity 

14.  Loan  administration 

15.  Management  and  board  supervision  study 

16.  Nonaccrual  loans 

17.  Participations  purchased 

18.  Profit  plan 

19.  Renewals  of  extensions  of  credit 

20.  Violations  of  law,  general 

21.  Violations  of  law,  12  U.S.C.  84 

22.  Compliance  committee 

5.  Bank  with  assets  of  $500  million  to  $1  billion  — 
Memorandum  of  Understanding 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Capital  plan,  general 

4.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

5.  Criticized  assets,  excessive 

6.  Loan  administration 

7.  Profit  plan 

8.  Renewals  of  extensions  of  credit 

9.  Violations  of  law,  general 

6.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Appraisals  of  real  property 

3.  Asset/liability  management 

4.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

5.  Budget/financial  plan 

6.  Business/strategic  plan 
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7  Capital  plan,  general 

8  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

9  Capital  plan,  equity  capital 

10.  Collection  procedures 

1 1 .  Concentrations  of  credit 

12  Credit  information  exceptions 

13.  Criticized  assets 

14.  Internal  audit 

15.  Internal  controls 

16.  Internal  loan  review 

17.  Liquidity 

18.  Loan  administration 

19.  Management  study 

20.  Nonaccrual  loans 

21.  Participations  purchased 

22.  Renewals  of  extensions  of  credit 

23.  Violations  of  law,  general 

24.  Violations  of  law,  12  U.S.C.  84 

25.  CPA  audit,  annual 

7.  Bank  with  assets  of  $500  million  to  $1  billion  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Assetyiiability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Capital  plan,  general 

5.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

6.  Concentrations  of  credit 

7.  Criticized  assets,  excessive 

8.  Dividend  restrictions 

9.  Loan  administration 

10.  Renewals  of  extensions  of  credit 

11.  Violations  of  law,  12  U.S.C.  371c 

12.  Business/strategic  plan 

13.  Trust  activities 

8.  Bank  with  assets  of  $100  to  $500  million  — 
Amended  Order  to  Cease  and  Desist 

1.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

2.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

3.  Dividend  restrictions,  prior  approval 

4.  Internal  loan  review 

9.  Bank  with  assets  of  $25  million  to  $50  million 
—  Order  to  Cease  and  Desist 

1  Allowance  for  loan  and  lease  losses 

2  Appraisals  of  real  property 

3  Asset/I  lability  management 

4  Brokered  deposits,  notification  and  reporting 

5  Call  report 

6  Capital  plan,  general 

7  Capital  plan,  achieve  and  maintain 
predetermined  minimum 


8.  Capital  plan,  equity  capital 

9.  New  chief  executive  officer 

10.  Collection  procedures 

1 1 .  Concentrations  of  credit 

12.  Conflict  of  interest  policy 

13.  Credit  information  exceptions 

14.  Criticized  assets 

15.  Dividend  restrictions,  prior  approval 

16.  External  audit 

17.  Geographic  trade  area 

18.  Internal  audit 

19.  Internal  controls 

20.  Internal  loan  review 

21.  Investment  policy 

22.  Lending  policy 

23.  Liquidity 

24.  Loan  administration 

25.  Loan  policy  compliance 

26.  Nonaccrual  loans 

27.  Other  real  estate  owned 

28.  Participations  purchased 

29.  Profit  plan 

30.  Renewals  of  extensions  of  credit 

31.  New  senior  lending  officer 

32.  Special  counsel  to  review  legal  fees  paid  to 
a  director 

33.  Violations  of  law,  general 

34.  Violations  of  law,  12  U.S.C.  84 

35.  Appointment  of  independent  outside 
directors 

36.  Loan  production  office  operation 

37.  Dividends,  documentation  supporting  past 

10.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

4.  Call  report 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Collection  procedures 

8.  Concentrations  of  credit 

9.  Consumer  compliance  program 

10.  Criticized  assets 

1 1 .  Dividend  restrictions,  prior  approval 

12.  EDP 

13.  Internal  audit 

14.  Internal  controls 

15.  Internal  loan  review 

16.  Lending  policy 

17.  Management  and  board  supervision  study 

18.  Nonaccrual  loans 

19.  Profit  plan 

20.  Violations  of  law,  general 

21  Violations  of  law,  12  U.S.C.  84 


86 


11.  Bank  with  assets  of  $50  to  $100  million  — 
Memorandum  of  Understanding 

1 .  Allowance  for  loan  and  lease  losses 

2.  Budget/financial  plan 

3.  Capital  plan,  general 

4.  Collateral  exceptions 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Dividend  restrictions 

8.  Internal  loan  review 

9.  Lending  policy 

10.  Loan  administration 

1 1 .  Nonaccrual  loans 

12.  Renewals  of  extensions  of  credit 

13.  Violations  of  law,  general 


12.  Bank  with  assets  of  $100  million  to  $500  million 
—  Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

3.  Collateral  exceptions 

4.  Credit  information  exceptions 

5.  Criticized  assets 

6.  Dividend  restrictions 

7.  Internal  loan  review 

8.  Renewals  of  extensions  of  credit 

9.  Violations  of  law,  general 


13.  Bank  with  assets  of  $50  to  $100  million  — 
Memorandum  of  Understanding 

1.  Brokered  deposits,  notification  and  reporting 

2.  Credit  information  exceptions 

3.  Criticized  assets 

4.  Internal  loan  review 

5.  Loan  administration 

6.  Loan  policy  compliance 

7.  Violations  of  law,  general 


14.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

4.  Collateral  exceptions 

5.  Collection  procedures 

6.  Criticized  assets 

7.  Internal  loan  review 

8.  Liquidity 

9.  Loan  administration 

10.  Management  and  board  supervision  study 

1 1 .  Renewals  of  extensions  of  credit 

12.  Violations  of  law,  general 


15.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Collateral  exceptions 

4.  Credit  information  exceptions 

5.  Criticized  assets 

6.  Dividend  restrictions,  prior  approval 

7.  Earnings 

8.  Internal  loan  review 

9.  Loan  administration 

10.  Management  and  board  supervision  study 

1 1 .  Renewals  of  extensions  of  credit 

12.  Violations  of  law,  general 

16.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Budget/financial  plan 

4.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

5.  Collection  procedures 

6.  Criticized  assets 

7.  Earnings 

8.  External  audit 

9.  Internal  loan  review 

10.  Management  study 

17.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  Concentrations  of  credit 

7.  Consumer  compliance  program 

8.  Criticized  assets 

9.  Earnings 

10.  Internal  loan  review 

1 1 .  Lending  policy 

12.  Liquidity 

13.  Management  and  board  supervision  study 

14.  Renewals  of  extensions  of  credit 

15.  Violations  of  law,  general 

18.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Budget/financial  plan 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Collection  procedures 

7.  Conflict  of  interest  policy 

8.  Credit  information  exceptions 
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9  Criticized  assets 

10.  Dividend  restrictions 

1 1 .  Internal  loan  review 

12.  Investment  policy 

13.  Lending  policy 

14.  Nonaccrual  loans 

15.  Renewals  of  extensions  of  credit 

16.  Violations  of  law,  general 

19.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Budget/financial  plan 

4.  Call  report 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Conflict  of  interest  policy 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Dividend  restrictions 

11.  Internal  loan  review 

12.  Lending  policy 

13.  Nonaccrual  loans 

14.  Other  real  estate  owned 

15.  Participations  purchased 

16.  Renewals  of  extensions  of  credit 

17.  Violations  of  law,  general 

18.  Violations  of  law,  12  U.S.C.  84,  12  C.F.R.  215, 
31  C.F.R.  103 

20.  Bank  with  assets  of  $25  to  $50  million  — 
Memorandum  of  Understanding 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Consumer  compliance  program 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  EDP 

8.  Internal  loan  review 

9.  Lending  policy 

10.  Trust  asset  administration/audit 

1 1 .  Violations  of  law,  general 

21.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 
2  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or  eliminating 
dependence 
4  Budget/financial  plan 

5.  Call  report 

6  Capital  plan,  general 

7  New  chief  executive  officer 

8  Collateral  exceptions 

9  Concentrations  of  credit 


10.  Consumer  compliance  program 

1 1 .  Credit  information  exceptions 

12.  Criticized  assets 

13.  Dividend  restrictions 

14.  External  audit 

15.  Internal  loan  review 

16.  Lending  policy 

17.  Nonaccrual  loans 

18.  Profit  plan 

19.  Violations  of  law,  general 

22.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Asset/liability  management 

2.  Brokered  deposits,  notification  and  reporting 

3.  Capital  plan,  general 

4.  Concentrations  of  credit 

5.  Criticized  assets 

6.  Internal  loan  review 

7.  Liquidity 

8.  Management  or  board  supervision  study 

9.  Profit  plan 

10.  Violations  of  law,  general 

23.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Budget/financial  plan 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Dividend  restrictions 

10.  Internal  audit 

11.  Internal  loan  review 

12.  Lending  policy 

13.  Nonaccrual  loans 

14.  Participations  purchased 

15.  Renewals  of  extensions  of  credit 

24.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Business/strategic  plan 

4.  Capital  plan,  general 

5.  Charge-off  assets 

6.  Collateral  exceptions 

7.  Conflict  of  interest  policy 

8.  Credit  information  exceptions 

9.  Dividend  restrictions 

10.  Earnings 

11.  Internal  loan  review 

12.  Lending  policy 

13.  Nonaccrual  loans 
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14.  Renewals  of  extensions  of  credit 

15.  Violations  of  law,  general 

16.  Violations  of  law,  12  U.S.C.  84 

25.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Capital  plan,  general 

4.  Collection  procedures 

5.  Conflict  of  interest  policy 

6.  Criticized  assets 

7.  Dividend  restrictions 

8.  Earnings 

9.  Internal  loan  review 

10.  Investment  policy 

1 1 .  Investment  portfolio,  trading 

12.  Loan  administration 

13.  Management  and  board  supervision  study 

14.  Violations  of  law,  general 

26.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Budget/financial  plan 

5.  Business/strategic  plan 

6.  Capital  plan,  general 

7.  Collection  procedures 

8.  Concentrations  of  credit 

9.  Conflict  of  interest  policy 

10.  Consumer  compliance  program 

1 1 .  Credit  information  exceptions 

12.  Criticized  assets 

13.  Dividend  restrictions 

14.  Internal  audit 

15.  Internal  controls 

16.  Internal  loan  review 

17.  Investment  policy 

18.  Lending  policy 

19.  Management  study 

20.  Nonaccrual  loans 

21.  Overdraft  policy 

22.  Violations  of  law,  general 

23.  Violations  of  law,  12  U.S.C.  84 

24.  Dormant  accounts  policy 

27.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Budget/financial  plan 

4.  Capital  plan,  equity  capital 

5.  Charge-off  assets 

6.  Collateral  exceptions 

7.  Collection  procedures 


8.  Consumer  compliance  program 

9.  Credit  information  exceptions 

10.  Criticized  assets 

1 1 .  Dividend  restrictions 

12.  Internal  audit 

13.  Management  study 

14.  Nonaccrual  loans 

15.  New  senior  lending  officer 

16.  Violations  of  law,  general 

28.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Capital  plan,  general 

4.  Collateral  exceptions 

5.  Conflict  of  interest  policy 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Dividend  restrictions 

9.  Renewals  of  extensions  of  credit 

10.  Violations  of  law,  general 

29.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Budget/financial  plan 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Lending  policy 

10.  Management  and  board  supervision  study 

1 1 .  Renewals  of  extensions  of  credit 

12.  Violations  of  law,  general 

30.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Call  report 

4.  Capital  plan,  general 

5.  Charge-off  assets 

6.  Collateral  exceptions 

7.  Collection  procedures 

8.  Concentrations  of  credit 

9.  Credit  information  exceptions 

10.  Internal  loan  review 

11.  Lending  policy 

12.  Loan  policy  compliance 

13.  Nonaccrual  loans 

14.  Other  real  estate  owned 

15.  Renewals  of  extensions  of  credit 

16.  New  senior  lending  officer 

17.  Violations  of  law,  general 
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31.  Bank  with  assets  of  more  than  $1  billion  — 
Agreement 

1  Allowance  tor  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

3.  Business/strategic  plan 

4.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

5.  Concentrations  of  credit 

6.  Criticized  assets 

7.  Internal  audit 

8.  Internal  loan  review 

9.  Management  study 

10.  Trust  management  study 

1 1 .  Violations  of  law,  general 

32.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Collection  procedures 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Internal  audit 

11.  Internal  loan  review 

12.  Lending  policy 

13.  Liquidity 

14.  Management  study 

15.  Other  real  estate  owned 

16.  Profit  plan 

17.  Violations  of  law,  general 

33.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Collection  procedures 

8.  Concentrations  of  credit 

9.  Conflict  of  interest  policy 

10.  Credit  information  exceptions 

1 1 .  Criticized  assets 

12  Internal  audit 

13  Internal  controls 

14  Internal  loan  review 

15  Lending  policy 

16  Management  study 

1 7  Profit  plan 

18  Violations  of  law,  general 


34.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Criticized  assets 

4.  Dividend  restrictions 

5.  Internal  loan  review 

6.  Lending  policy 

7.  Renewals  of  extensions  of  credit 

35.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Capital  plan,  general 

5.  Criticized  assets 

6.  Internal  loan  review 

7.  Lending  policy 

8.  Management  and  board  supervision  study 

9.  Renewals  of  extensions  of  credit 

10.  Violations  of  law,  general 

36.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Capital  plan,  general 

3.  Collateral  exceptions 

4.  Collection  procedures 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Dividend  restrictions 

8.  Internal  loan  review 

9.  Management  and  board  supervision  study 

10.  Nonaccrual  loans 

1 1 .  Renewals  of  extensions  of  credit 

37.  Bank  with  assets  of  $50  to  $100  million  — 

Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Capital  plan,  general 

3.  Collateral  exceptions 

4.  Conflict  of  interest  policy 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Dividend  restrictions 

8.  Internal  controls 

9.  Internal  loan  review 

10.  Nonaccrual  loans 

1 1 .  Profit  plan 

12.  Renewals  of  extensions  of  credit 

13.  New  senior  lending  officer 

14.  Violations  of  law,  general 

38.  Bank  with  assets  of  $25  to  $50  million  —  Order 
to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 
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2.  Capital  plan,  general 

3.  Collateral  exceptions 

4.  Collection  procedures 

5.  Credit  information 

6.  Criticized  assets 

7.  Internal  loan  review 

8.  Management  study 

9.  Nonaccrual  loans 

10.  Profit  plan 

1 1 .  Renewals  of  extensions  of  credit 

12.  Violations  of  law,  general 

39.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Collection  procedures 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Dividend  restrictions,  prior  approval 

10.  Internal  controls 

11.  Liquidity 

12.  Profit  plan 

13.  Renewals  of  extensions  of  credit 

14.  Violations  of  law,  general 

15.  Violations  of  law,  12  U.S.C.  84 

16.  Blanket  bond  coverage 

40.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Capital  plan,  general 

4.  Collateral  exceptions 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Dividend  restrictions,  prior  approval 

8.  EDP 

9.  External  audit 

10.  Internal  audit 

11.  Internal  loan  review 

12.  Management  study 

13.  Nonaccrual  loans 

14.  Profit  plan 

1 5.  Renewals  of  extensions  of  credit 

16.  Violations  of  law,  general 

41.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1.  Agricultural  lending  policy 

2.  Allowance  for  loan  and  lease  losses 

3.  Asset/liability  management 

4.  Capital  plan,  general 


5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Dividend  restrictions 

8.  Internal  loan  review 

9.  Management  study 

10.  Other  real  estate  owned 

1 1 .  Violations  of  law,  general 

42.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Budget,  financial  plan 

5.  Call  report 

6.  Capital  plan,  general 

7.  Collateral  exceptions 

8.  Collection  procedures 

9.  Credit  information  exceptions 

10.  Criticized  assets 

1 1 .  Dividend  restrictions 

12.  External  audit 

13.  Internal  controls 

14.  Internal  loan  review 

15.  Investment  policy 

16.  Management  study 

1 7.  Other  real  estate  owned 

18.  Renewals  of  extensions  of  credit 

19.  Violations  of  law,  general 

43.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Call  report 

4.  Capital  plan,  general 

5.  Collection  procedures 

6.  Criticized  assets 

7.  Dividend  restrictions,  prior  approval 

8.  Internal  audit 

9.  Internal  loan  review 

10.  Loan  policy  compliance 

1 1 .  Other  real  estate  owned 

12.  Renewals  of  extensions  of  credit 

13.  Violations  of  law,  general 

44.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Business/strategic  plan 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Dividend  restrictions 

9.  Internal  loan  review 
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10  Loan  administration 

1 1  Loan  policy  compliance 

12.  Profit  plan 

13  Trust  asset  administration/audit 

14  Violations  of  law,  general 
15.  Banking  Circular  115 

45.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Charge-off  assets 

4  Collection  procedures 

5.  Concentrations  of  credit 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Internal  audit 

9.  Internal  loan  review 

10.  Lending  policy 

1 1 .  Nonaccrual  loans 

12.  Other  real  estate  owned 

13.  Profit  plan 

14.  Violations  of  law,  general 

46.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Capital  plan,  general 

4.  Consumer  compliance  program 

5.  Criticized  assets 

6.  Dividend  restrictions 

7.  Internal  controls 

8  Internal  loan  review 

9.  Loan  administration 

10.  Profit  plan 

1 1 .  Violations  of  law,  general 

12.  Banking  Circular  115 

47.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

4  Capital  plan,  general 

5  Criticized  assets 

6  External  audit 

7  Internal  loan  review 

8  Lending  policy 

9  Loan  administration 

10  Management  study 

1 1  Violations  of  law,  general 

48  Bank  with  assets  of  $50  to  $100  million  — 
Amended  Order  to  Cease  and  Desist 

1  Internal  controls 

2  Trading  account 


49.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowancce  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

3.  Collateral  exceptions 

4.  Consumer  compliance  program 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Internal  audit 

8.  Internal  controls 

9.  Internal  loan  review 

10.  Investment  policy 

1 1 .  Lending  policy 

12.  Management  study 

13.  Other  real  estate  owned 

14.  Overdraft  policy 

15.  Profit  plan 

50.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Business/strategic  plan 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Collection  procedures 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Dividend  restrictions 

10.  Internal  loan  review 

11.  Management  study 

12.  Profit  plan 


51.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Capital  plan,  general 

5.  Collection  procedures 

6.  Concentrations  of  credit 

7.  Consumer  compliance  program 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Internal  controls 

11.  Internal  loan  review 

12.  Investment  policy 

13.  Lending  policy 

14.  Liquidity 

15.  Management  study 

16.  Participations  purchased 

17.  Profit  plan 

18.  Violations  of  law,  general 
19  Banking  Circular  181 
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52.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Business/strategic  plan 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Concentrations  of  credit 

7.  Consumer  compliance  program 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Internal  audit 

11.  Internal  loan  review 

12.  Management  study 

13.  Nonaccrual  loans 

14.  Other  real  estate  owned 

15.  Profit  plan 

16.  Violations  of  law,  general 

53.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Budget/financial  plan 

4.  Capital  plan,  general 

5.  New  chief  executive  officer 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Internal  loan  review 

9.  Management  and  board  supervision  study 

10.  Violations  of  law,  general 

54.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

4.  New  chief  executive  officer 

5.  Conflict  of  interest  policy 

6.  Criticized  assets 

7.  Internal  controls 

8.  Internal  loan  review 

9.  Loan  administration 

10.  Management  and  board  supervision  study 

11.  Overdraft  policy 

12.  Profit  plan 

13.  Renewals  of  extensions  of  credit 

14.  Violations  of  law,  general 

55.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Call  report 

3.  Capital  plan,  general 

4.  Collateral  exceptions 

5.  Credit  information  exceptions 


6.  Criticized  assets 

7.  Dividend  restrictions,  prior  approval 

8.  Internal  loan  review 

9.  Management  study 

10.  Renewals  of  extension  of  credit 

1 1 .  Violations  of  law,  general 

56.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

3.  Business/strategic  plan 

4.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

5.  New  chief  executive  officer 

6.  Collection  procedures 

7.  Criticized  assets 

8.  Dividend  restrictions,  prior  approval 

9.  Internal  loan  review 

10.  Liquidity 

11.  Loan  administration 

12.  Management  and  board  supervision  study 

13.  Participations  purchased 

14.  Renewals  of  extensions  of  credit 

15.  Violations  of  law,  general 

57.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Collection  procedures 

8.  Concentrations  of  credit 

9.  Consumer  compliance  program 

10.  Credit  information  exceptions 

1 1 .  Criticized  assets 

12.  Internal  audit 

13.  Internal  controls 

14.  Internal  loan  review 

15.  Lending  policy 

16.  Management  study 

17.  Violations  of  law,  general 

58.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Collection  procedures 

7.  Concentrations  of  credit 

8.  Conflict  of  interest  policy 
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9  Credit  information  exceptions 
10  Criticized  assets 

11.  Internal  loan  review 

12.  Lending  policy 

13.  Loan  policy  compliance 

14.  Management  study 

15.  Profit  plan 

16.  Violations  of  law,  general 

17.  Violations  of  law,  12  U.S.C.  84 

18.  Banking  Circular  115 

59.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

3.  New  chief  executive  officer 

4.  Collateral  exceptions 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Internal  controls 

8.  Internal  loan  review 

9.  Loan  administration 

10.  Management  study 

11.  Violations  of  law,  31  C.F.R.  103 

12.  Management  information  systems 

60.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Business/strategic  plan 

4.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

5.  Capital  injection 

6.  New  chief  executive  officer 

7.  Collateral  exceptions 

8.  Concentrations  of  credit 

9.  Credit  information  exceptions 

10.  Criticized  assets 

11.  Nonaccrual  loans 

12.  Profit  plan 

13.  Violations  of  law,  12  U.S.C.  84 

61.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1  Allowance  for  loan  and  lease  losses 

2  Asset/liability  management 

3  Brokered  deposits,  prohibition  or  eliminating 
dependence 

4  Budget/fmancial  plan 

5  Capital  plan,  general 

6  Credit  information  exceptions 

7  Criticized  assets 

8  Dividend  restrictions 

9  Internal  loan  review 

10  Lending  policy 


1 1 .  Nonaccrual  loans 

12.  Renewals  of  extensions  of  credit 

13.  Violations  of  law,  general 

14.  Violations  of  law,  12  U.S.C.  84 

62.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

4.  Credit  information  exceptions 

5.  Criticized  assets 

6.  Dividend  restrictions 

7.  Internal  loan  review 

8.  Profit  plan 

9.  New  senior  lending  officer 

63.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Capital  plan,  general 

3.  Collateral  exceptions 

4.  Credit  information  exceptions 

5.  Criticized  assets 

6.  Internal  audit 

7.  Internal  controls 

8.  Internal  loan  review 

9.  Liquidity 

10.  Profit  plan 

1 1 .  Violations  of  law,  general 

12.  Board  committee  structure 

64.  Bank  with  assets  of  $50  to  $100  million  — 
Memorandum  of  Understanding 

1 .  Allowance  for  loan  and  lease  losses 

2.  Business/strategic  plan 

3.  Collateral  exceptions 

4.  Credit  information  exceptions 

5.  Criticized  assets 

6.  Internal  audit 

7.  Internal  controls 

8.  Internal  loan  review 

9.  Loan  administration 

10.  Management  study 

11.  Violations  of  law,  31  C.F.R.  103 

65.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1.  Agricultural  lending  policy 

2.  Allowance  for  loan  and  lease  losses 

3.  Asset/liability  management 

4.  Call  report 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Collection  procedures 

8.  Concentrations  of  credit 
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9.  Credit  information  exceptions 

10.  Criticized  assets 

1 1 .  Dividend  restrictions 

12.  Internal  audit 

13.  Internal  loan  review 

14.  Management  study 

15.  Renewals  of  extensions  of  credit 

16.  Violations  of  law,  general 

17.  Management  information  systems 

66.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Business/strategic  plan 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Concentrations  of  credit 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Internal  loan  review 

10.  Lending  policy 

1 1 .  Loan  administraiton 

12.  Management  and  board  supervision  study 

13.  Profit  plan 

14.  Violations  of  law,  general 

67.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Call  report 

4.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

5.  Collateral  exceptions 

6.  Collection  procedures 

7.  Concentrations  of  credit 

8.  Consumer  compliance  program 

9.  Credit  information  exceptions 

10.  Criticized  assets 

11.  Dividend  restrictions 

12.  EDP 

13.  Internal  audit 

14.  Internal  controls 

15.  Internal  loan  review 

16.  Lending  policy 

17.  Management  study 

18.  Nonaccrual  loans 

19.  Other  real  estate  owned 

20.  Violations  of  law,  general 

21.  Reports  to  board  of  directors 

68.  Bank  with  assets  of  $25  to  $50  million  —  Order 
to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 


4.  Call  report 

5.  Capital  plan,  general 

6.  Charge-off  assets 

7.  New  chief  executive  officer 

8.  Collateral  exceptions 

9.  Collection  procedures 

10  Credit  information  exceptions 

1 1 .  Criticized  assets 

12.  Dividend  restrictions 

13.  Internal  loan  review 

14.  Lending  policy 

15.  Liquidity 

16.  Management  study 

17.  Nonaccrual  loans 

18.  Other  real  estate  owned 

19.  Renewals  of  extensions  of  credit 

20.  New  senior  lending  officer 

21.  Violations  of  law,  general 

69.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Budget/financial  plan 

4.  Capital  plan,  general 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Earnings 

8.  Internal  controls 

9.  Lending  policy 

10.  Nonaccrual  loans 

1 1 .  Other  real  estate  owned 

12.  New  senior  lending  officer 

13.  Violations  of  law,  general 

14.  Violations  of  law,  31,  C.F.R.  103 

15.  Consumer  violations,  general 

70.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Criticized  assets 

4.  Dividend  restrictions 

5.  Internal  loan  review 

6.  Lending  policy 

7.  Violations  of  law,  12  U.S.C.  84 

71.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Credit  information  exceptions 

7  Criticized  assets 

8  Dividend  restrictions 
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9  Earnings 

10.  Internal  loan  review 

1 1 .  Lending  policy 

12.  Violations  of  law,  12  U.S.C.  84 

72.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Budget/financial  plan 

4.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

5.  Charge-off  assets 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Internal  audit 

9.  Internal  loan  review 

10.  Management  study 

11.  Nonaccrual  loans 

12.  Violations  of  law,  general 

73.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Collection  procedures 

8.  Consumer  compliance  program 

9.  Credit  information  exceptions 

10.  Criticized  assets 

11.  Internal  controls 

12.  Internal  loan  review 

13.  Lending  policy 

14.  Violations  of  law,  general 

15.  Consumer  violations,  Regulation  Z 
reimbursement 

74.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1.  Agricultural  lending,  general 

2.  Agricultural  lending  policy 

3.  Allowance  for  loan  and  lease  losses 

4  Brokered  deposits,  notification  and  reporting 

5.  Budget/financial  plan 

6.  Capital  plan,  general 

7.  New  chief  executive  officer 

8  Collateral  exceptions 

9  Credit  information  exceptions 

10  Criticized  assets 

1 1  Dividend  restrictions 

12  External  audit 

13  Internal  audit 

14  Internal  controls 

15  Internal  loan  review 


16.  Lending  policy 

17.  Violations  of  law,  general 

18.  CPA  study  of  insider  loans 

75.  Bank  with  assets  of  less  than  $25  million  — 
Amended  Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Budget/financial  plan 

4.  Capital  plan,  general 

5.  Conflict  of  interest  policy 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Dividend  restrictions 

9.  External  audit 

10.  Internal  loan  review 

1 1 .  Loan  administration 

12.  Loan  policy  compliance 

13.  Profit  plan 

14.  Violations  of  law,  general 

76.  Bank  with  assets  of  $50  to  $100  million  — 
Memorandum  of  Understanding 

1 .  Allowance  for  loan  and  lease  losses 

2.  Criticized  assets 

3.  Dividend  restrictions 

4.  Lending  policy 

5.  Loan  administration 

6.  Management  study 

7.  Profit  plan 

8.  Violations  of  law,  general 

77.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Criticized  assets 

3.  Internal  loan  review 

4.  Lending  policy 

5.  Management  and  board  supervision  study 

6.  Violations  of  law,  general 

78.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Collection  procedures 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Internal  loan  review 

10.  Liquidity 

1 1 .  Management  study 

12.  Nonaccrual  loans 

13.  Other  real  estate  owned 

14.  Violations  of  law,  general 

15.  Violations  of  law,  12  U.S.C.  84 
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79.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and  reporting 

3.  Capital  plan,  general 

4.  Criticized  assets 

5.  Dividend  restrictions 

6.  Internal  loan  review 

7.  Management  study 

8.  Participations  purchased  or  sold 

9.  Profit  plan 

10.  Banking  Circular  181 

80.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

3.  Capital  plan,  general 

4.  Collection  procedures 

5.  Criticized  assets 

6.  Dividend  restrictions 

7.  Internal  loan  review 

8.  Management  study 

9.  Participations  purchased 

10.  Profit  plan 

81.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3  Brokered  deposits,  notification  and  reporting 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Concentrations  of  credit 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Internal  audit 

11.  Internal  controls 

12.  Internal  loan  review 

13.  Lending  policy 

14.  Management  study 

1 5.  Violations  of  law,  general 

16.  Violations  of  law,  12  U.S.C.  84 

82.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Consumer  compliance  program 

8.  Credit  information  exceptions 


9.  Criticized  assets 

10.  Dividend  restrictions 

1 1 .  External  audit 

12.  Internal  audit 

13.  Internal  controls 

14.  Internal  loan  review 

15.  Lending  policy 

16.  Liquidity 

17.  Management  study 

18.  Participations  purchased 

19.  Profit  plan 

20.  Violations  of  law,  general 

21.  Violations  of  law,  12  U.S.C.  84 

83.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1.  Asset/liability  management 

2.  Budget/financial  plan 

3.  Capital  plan,  general 

4.  Collateral  exceptions 

5.  Collection  procedures 

6.  Consumer  compliance  program 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Dividend  restrictions 

10.  Internal  loan  review 

1 1 .  Management  study 

12.  Violations  of  law,  general 

84.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Budget/financial  plan 

4.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

5.  Criticized  assets 

6.  Dividend  restrictions 

7.  Internal  controls 

8.  Liquidity 

9.  Nonaccrual  loans 

10.  Violations  of  law,  general 

11.  Violations  of  law,  12  U.S.C.  84 

12.  Insider  transactions 

85.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Lending  policy 

9.  Management  study 

10.  Participations  purchased 
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1 1  Profit  plan 

12  Violations  of  law,  general 

13  Violations  of  law,  12  U.S.C.  84 

86.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Budget/financial  plan 

5.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

6.  Collection  procedures 

7.  Concentrations  of  credit 

8.  Consumer  compliance  program 

9.  Credit  information  exceptions 

10.  Criticized  assets 

1 1 .  Dividend  restrictions 

12.  Internal  controls 

13.  Internal  loan  review 

14.  Investment  policy 

15.  Management  study 

16.  Nonaccrual  loans 

17.  Nonprofit  plan 

18.  New  senior  lending  officer 

19.  Violations  of  law,  general 

20.  Violations  of  law,  12  U.S.C.  29 

87.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

4.  Budget/financial  plan 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Internal  loan  review 

8.  Lending  policy 

9.  Management  study 

88.  Bank  with  assets  of  $25  to  $50  million  —  Order 
to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Call  report 

4  Capital  plan,  general 

5.  Collection  procedures 

6.  Criticized  assets 

7  Internal  loan  review 

8  Lending  policy 

9  Management  and  board  supervision  study 

10  Overdraft  policy 

1 1  Profit  plan 

12  New  senior  lending  officer 

13  Violations  of  law,  12  U.S.C  84 


89.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

4.  Budget/financial  plan 

5.  Capital  plan,  general 

6.  Collection  procedures 

7.  Consumer  compliance  program 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Internal  controls 

11.  Internal  loan  review 

12.  Investment  policy 

13.  Lending  policy 

14.  Management  and  board  supervision  study 

15.  Nonaccrual  loans 

16.  Violations  of  law,  general 

90.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

4.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Dividend  restrictions,  prior  approval 

8.  Internal  loan  review 

9.  Lending  policy 

10.  Management  study 

1 1 .  Profit  plan 

12.  Violations  of  law,  general 

91.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Collection  procedures 

3.  Criticized  assets 

4.  Internal  controls 

5.  Internal  loan  review 

6.  Loan  administration 

7.  Management  and  board  supervision  study 

8.  Nonaccrual  loans 

9.  Other  real  estate  owned 

10.  Violations  of  law,  general 

92.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Affiliates,  extensions  of  credit 

2.  Allowance  for  loan  and  lease  losses 

3.  Asset/liability  management 

4  Brokered  deposits,  notification  and  reporting 
5.  Capital  plan,  general 
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6.  Conflict  of  interest  policy 

7.  Consumer  compliance  program 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Dividend  restrictions,  prior  approval 

11.  External  audit 

12.  Internal  audit 

13.  Internal  controls 

14.  Internal  loan  review 

15.  Investment  policy 

16.  Lending  policy 

17.  Management  study 

18.  Overdraft  policy 

19.  Profit  plan 

20.  Violations  of  law,  general 

21.  Violations  of  law,  12  U.S.C.  84 

22.  Review  of  expenses 

93.  Bank  with  assets  of  $50  to  $100  million  — 
Memorandum  of  Understanding 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Call  report 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Concentrations  of  credit 

8.  Consumer  compliance  program 

9.  Credit  information  exceptions 

10.  Criticized  assets 

11.  EDP 

12.  Internal  loan  review 

13.  Lending  policy 

14.  Management  and  board  supervision  study 

15.  Profit  plan 

94.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Consumer  compliance  program 

2.  EDP 

3.  Management  and  board  supervision  study 

4.  Violations  of  law,  general 

5.  Violations  of  law,  12  C.F.R.  209,  Regulation  B 

95.  Bank  with  assets  of  $50  to  $100  million  — 
Memorandum  of  Understanding 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Credit  information  exceptions 

7.  Criticized  asssets 

8.  External  audit 

9.  Internal  audit 

10.  Investment  policy 

1 1 .  Lending  policy 


12.  Profit  plan 

13.  Violations  of  law,  general 

96.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Consumer  compliance  program 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  EDP 

1 1 .  Internal  audit 

12.  Internal  controls 

13.  Internal  loan  review 

14.  Lending  policy 

15.  Loan  administration 

16.  Management  and  board  supervision  study 

17.  Participations  purchased 

18.  Profit  plan 

19.  Violations  of  law,  general 

20.  Violations  of  law,  12  U.S.C.  84 

97.  Bank  with  assets  of  $25  to  $50  million  — 
Memorandum  of  Understanding 

1 .  Allowance  for  loan  and  lease  losses 

2.  Appraisals  of  real  property 

3.  Asset/liability  management 

4.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

5.  Budget/financial  plan 

6.  Capital  plan,  general 

7.  Collection  procedures 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Dividend  restrictions,  prior  approval 

11.  Internal  loan  review 

12.  Nonaccrual  loans 

13.  Other  real  estate  owned 

14.  Violations  of  law,  general 

15.  Violations  of  law,  12  U.S.C.  84 

98.  Bank  with  assets  of  $25  to  $50  million  —  Order 
to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Bank  Secrecy  Act  Compliance 

4.  Brokered  deposits,  prohibition  or  eliminating 
dependence 

5.  Capital  plan,  general 

6.  Concentrations  of  credit 

7.  Conflict  of  interest  policy 

8.  Credit  information  exceptions 

9.  Criticized  assets 
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10.  Internal  audit 

11.  Internal  controls 

12.  Internal  loan  review 

13.  Lending  policy 

14.  Liquidity 

15.  Loan  policy  compliance 

16.  Management  and  board  supervision  study 

17.  Participations  purchased 
18  Profit  plan 

19.  Violations  of  law,  general 

99.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and 
reporting 

4.  Business/strategic  plan 

5.  Call  report 

6.  Capital  plan,  general 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Internal  audit 

10.  Internal  loan  review 

11.  Investment  policy 

12.  Lending  policy 

13.  Liquidity 

14.  Management  and  board  supervision  study 

15.  Participations  purchased 

16.  Profit  plan 

17.  Violations  of  law,  general 

18.  Violations  of  law,  12  U.S.C.  84 

100.  Bank  with  assets  of  $25  to  $50  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  Collection  procedures 

7.  Concentrations  of  credit 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Dividend  restrictions 

11.  Investment  policy 

12.  Lending  policy 

13.  Liquidity 

14  Loan  administration 

15  Management  and  board  supervision  study 

16  Profit  plan 

1 7  Violations  of  law,  general 

101  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1  Allowance  for  loan  and  lease  losses 


2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and 
reporting 

4.  Business/strategic  plan 

5.  Call  report 

6.  Capital  plan,  general 

7.  Collateral  exceptions 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Internal  auddit 

11.  Internal  loan  review 

12.  Lending  policy 

13.  Liquidity 

14.  Management  and  board  supervision  study 

15.  Profit  plan 

16.  Violations  of  law,  general 

17.  Violations  of  law,  12  U.S.C.  84 

102.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and 
reporting 

3.  Capital  plan,  general 

4.  Consumer  compliance  program 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Internal  controls 

8.  Internal  loan  review 

9.  Management  study 

10.  Violations  of  law,  general 

103.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Budget/financial  plan 

5.  Capital  plan,  general 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Management  study 

9.  Profit  plan 

10.  Violations  of  law,  general 

104.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and 
reporting 

3.  Budget/financial  plan 

4.  Capital  plan,  general 

5.  Collection  procedures 

6.  Concentrations  of  credit 

7.  Consumer  compliance  program 

8.  Credit  information  exceptions 
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9.  Criticized  assets 

10.  Internal  audit 

11.  Internal  loan  review 

12.  Management  and  board  supervision  study 

13.  Profit  plan 

14.  Violations  of  law,  general 

105.  Bank  with  assets  of  $25  to  $50  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Bank  Secrecy  Act  compliance 

4.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

5.  Capital  plan,  general 

6.  Conflict  of  interest  policy 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Internal  audit 

10.  Internal  controls 

11.  Internal  loan  review 

12.  Lending  policy 

13.  Liquidity 

14.  Loan  policy  compliance 

15.  Management  and  board  supervision  study 

16.  Participations  purchased 

17.  Profit  plan 

1 8.  Violations  of  law,  general 

19.  Volatile  liability  dependence 

106.  Bank  with  assets  of  $25  to  $50  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Capital  plan,  general 

5.  Conflict  of  interest  policy 

6.  Criticized  assets 

7.  Internal  audit 

8.  Internal  loan  review 

9.  Lending  policy 

10.  Liquidity 

1 1 .  Participations  purchased 

12.  Profit  plan 

13.  Violations  of  law,  general 

14.  Volatile  liability  dependence 

107.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Budget/financial  plan 

3.  Credit  information  exceptions 

4.  Criticized  assets 

5.  External  audit 

6.  Internal  controls 

7.  Internal  loan  review 


8.  Lending  policy 

9.  Management  study 

10.  Nonaccrual  loans 

108.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Capital  plan,  general 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Dividend  restrictions 

8.  Internal  loan  review 

9.  Investment  policy 

10.  Lending  policy 

1 1 .  Management  study 

12.  Nonaccrual  loans 

13.  Participations  purchased 

14.  Profit  plan 

15.  Banking  Circular  115 

109.  Bank  with  assets  of  $100  to  $500  million  - 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Appraisals  of  real  property 

3.  Asset/liability  management 

4.  Brokered  deposits,  notification  and 
reporting 

5.  Capital  plan,  equity  capital 

6.  Collection  procedures 

7.  Concentrations  of  credit 

8.  Consumer  compliance  program 

9.  Credit  information  exceptions 

10.  Criticized  assets 

11.  Dividend  restrictions 

12.  Internal  controls 

13.  Internal  loan  review 

14.  Investment  policy 

15.  Lending  policy 

16.  Management  study 

17.  Nonaccrual  loans 

18.  Other  real  estate  owned 

19.  Participations  purchased 

20.  Violations  of  law,  general 

21.  Violations  of  law,  12  U.S.C.  84 

110.  Bank  with  assets  of  $500  to  $100  million 
Memorandum  of  Understanding 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

3.  Budget/financial  plan 

4.  Capital  plan,  general 

5.  Collection  procedures 

6.  Concentrations  of  credit 
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7  Criticized  assets 

8  Internal  loan  review 

9  Nonaccrual  loans 
10  Profit  plan 

1 1 .  Violations  of  law,  general 

111.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

1  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and 
reporting 

3.  Call  report 

4  Capital  plan,  general 

5.  Collection  procedures 
6  Credit  information 

7.  Criticized  assets 

8.  Internal  audit 

9.  Internal  controls 

10.  Internal  loan  review 

11.  Lending  policy 

12.  Liquidity 

13.  Loan  policy  compliance 

14.  Management  study 

15.  Participations  purchased 

16.  Trust  management  study 

112.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1.  Brokered  deposits,  notification  and 
reporting 

2.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

3.  Collection  procedures 

4.  Concentrations  of  credit 

5.  Criticized  assets 

6.  External  audit 

7.  Internal  audit 

8.  Internal  controls 

9.  Internal  loan  review 

10.  Investment  policy 

11.  Liquidity 

12.  Management  and  board  supervision  study 

13.  Violations  of  law,  general 

14  Violations  of  law,  12  U.S.C.  84 

113.  Bank  with  assets  of  $50  to  $100  million  — 
Memorandum  of  Understanding 

1  Allowance  for  loan  and  lease  losses 

2  Brokered  deposits,  notification  and 
reporting 

3.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 
4  Collateral  exceptions 
5.  Collection  procedures 

6  Credit  information  exceptions 

7  Criticized  assets 

8  EDP 


9.  Internal  audit 

10.  Internal  loan  review 

1 1 .  Lending  policy 

12.  Profit  plan 

114.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  notification  and 
reporting 

3.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

4.  Collateral  exceptions 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Internal  loan  review 

8.  Lending  policy 

9.  Management  and  board  supervision  study 

10.  Nonaccrual  loans 

11.  Profit  plan 

12.  Renewals  of  extensions  of  credit 

13.  Violations  of  law,  general 

115.  Bank  with  assets  of  $100  to  $500  million  — 
Memorandum  of  Understanding 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Criticized  assets 

4.  Internal  loan  review 

5.  Lending  policy 

6.  Violations  of  law,  general 

116.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Bank  Secrecy  Act  compliance 

4.  Collateral  exceptions 

5.  Conflict  of  interest  policy 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Internal  loan  review 

9.  Loan  administration 

10.  Management  study 

1 1 .  Profit  plan 

12.  Violations  of  law,  general 

13.  Appointment  of  new,  full-time  cashier 

117.  Bank  with  assets  of  $50  to  $100  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Call  report 

5.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 
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6.  New  chief  executive  officer 

7.  Collateral  exceptions 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Dividend  restrictions,  prior  approval 

1 1 .  External  audit 

12.  Forward  and  standby  contracts 

13.  Internal  audit 

14.  Internal  controls 

15.  Internal  loan  review 

16.  Investment  policy 

17.  Lending  policy 

18.  Management  and  board  supervision  study 

19.  Management  study 

20.  Nonaccrual  loans 

21.  Participations  purchased 

22.  Profit  plan 

23.  Renewals  of  extensions  of  credit 

24.  New  senior  lending  officer 

25.  Violations  of  law,  general 

26.  Violations  of  law,  12  U.S.C.  84,  161 

27.  Insider  transactions 

28.  Banking  Circular  115 

118.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Call  report 

3.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

4.  Conflict  of  interest  policy 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Dividend  restrictions 
8  Internal  loan  review 

9.  Investment  portfolio,  trading 

10.  Lending  policy 

1 1 .  Renewals  of  extensions  of  credit 

12.  Violations  of  law,  general 

119.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Agricultural  lending  policy 

2.  Allowance  for  loan  and  lease  losses 

3.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

4.  Collateral  exceptions 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Internal  audit 

8.  Internal  loan  review 

9.  Lending  policy 

10.  Loan  administration 

120.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

1.  Business/strategic  plan 


2.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

3.  Credit  information  exceptions 

4.  Criticized  assets 

5.  Dividend  restrictions 

6.  Internal  loan  review 

7.  Lending  policy 

8.  Management  study 

9.  Violations  of  law,  general 

121.  Bank  with  assets  of  $50  to  $100  million  - 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Call  report 

3.  Capital  plan,  general 

4.  Collateral  exceptions 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  EDP 

8.  Internal  audit 

9.  Internal  loan  review 

10.  Lending  policy 

1 1 .  Management  study 

12.  Renewals  of  extensions  of  credit 

13.  Truth  in  Lending 

14.  Violations  of  law,  general 

122.  Bank  with  assets  of  $50  to  $100  million 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and 
reporting 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Concentrations  of  credit 

7.  Conflict  of  interest  policy 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Internal  audit 

11.  Internal  loan  review 

12.  Liquidity 

13.  Profit  plan 

14.  Violations  of  law,  general 

15.  Banking  Circular  115 

123.  Bank  with  assets  of  $25  to  $50  million 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Call  report 

5.  Capital  plan,  equity  capital 

6.  Collection  procedures 

7.  Credit  information  exceptions 

8.  Criticized  assets 
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9  Dividend  restrictions 

10  Internal  loan  review 

1 1  Lending  policy 

12.  Management  study 

13  Profit  plan 

14  Violations  of  law,  general 

124.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

3.  Capital  plan,  general 

4.  Collection  procedures 

5.  Criticized  assets 

6.  Dividend  restrictions 

7.  Internal  loan  review 

8.  Management  study 

9.  Participations  purchased 

10.  Profit  plan 

125.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/I  lability  management 

3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  New  chief  executive  officer 

7.  Collateral  exceptions 

8.  Collection  procedures 

9.  Criticized  assets 

10.  Dividend  restrictions 

1 1 .  External  audit 

12.  Internal  audit 

13.  Internal  controls 

14.  Internal  loan  review 

15.  Lending  policy 

16.  Liquidity 

17.  Loan  policy  compliance 

18.  Management  study 

19.  Nonaccrual  loans 

20.  Other  real  estate  owned 

21.  Profit  plan 

22.  Violations  of  law,  general 

126.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1  Allowance  for  loan  and  lease  losses 

2  Appraisals  of  real  property 

3  Asset/liability  management 

4  Brokered  deposits,  prohibition  or 
eliminating  dependence 

5  Budget/financial  plan 

6  Capital  plan,  general 

7  Collection  procedures 


8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Dividend  restrictions,  prior  approval 

1 1 .  External  audit 

12.  Internal  controls 

13.  Internal  loan  review 

14.  Lending  policy 

15.  Management  study 

16.  Profit  plan 

17.  Violations  of  law,  general 

127.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

3.  Budget/financial  plan 

4.  Capital  plan,  general 

5.  Criticized  assets 

6.  External  audit 

7.  Internal  controls 

8.  Internal  loan  review 

9.  Lending  policy 

10.  Loan  administration 

1 1 .  Violations  of  law,  general 

128.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1.  Agricultural  lending  policy 

2.  Allowance  for  loan  and  lease  losses 

3.  Capital  plan,  general 

4.  Collateral  exceptions 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Internal  loan  review 

8.  Loan  administration 

9.  New  senior  lending  officer 

10.  Consumer  violation,  12  C.F.R.  226 

129.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Collection  procedures 

3.  Criticized  assets 

4.  Internal  loan  review 

5.  Lending  policy 

6.  Loan  administration 

7.  Management  study 

8.  Nonaccrual  loans 

9.  New  senior  lending  officer 

10.  Violations  of  law,  general 

130.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 
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4.  Call  report 

5.  Capital  plan,  general 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Internal  audit 

9.  Internal  loan  review 

10.  Loan  administration 

1 1 .  Other  real  estate  owned 

131.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1.  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and 
reporting 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Consumer  compliance  program 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Dividend  restrictions 

11.  Internal  controls 

12.  Internal  loan  review 

13.  Investment  policy 

14.  Loan  policy  compliance 

15.  Management  study 

16.  Participations  purchased 

17.  Profit  plan 

18.  Trust  asset  administration/audit 

19.  Violations  of  law,  general 

132.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Budget/financial  plan 

3.  Business/strategic  plan 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Collection  procedures 

7.  Consumer  compliance  program 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Dividend  restrictions 

11.  EDP 

12.  External  audit 

13.  Internal  audit 

14.  Internal  loan  review 

15.  Liquidity 

16.  Management  study 

17.  Violations  of  law,  general 

18.  Banking  Circular,  115 

133.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

1.  Agricultural  lending,  general 

2.  Allowance  for  loan  and  lease  losses 


3.  Asset/liability  management 

4.  Call  report 

5.  Capital  plan,  general 

6.  Concentrations  of  credit 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Dividend  restrictions 

10.  Earnings 

11.  Internal  loan  review 

12.  Liquidity 

13.  Management  study 

14.  Violations  of  law,  general 

15.  Violations  of  law,  12  U.S.C.  371c 

16.  Violations  of  law,  31  C.F.R  103 

134.  Bank  with  assets  of  $100  to  $500  million  - 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and 
reporting 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  Collection  procedures 

7.  Consumer  compliance  program 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Dividend  restrictions 

11.  EDP 

12.  Liquidity 

13.  Management  study 

14.  Other  real  estate  owned 

15.  Participations  purchased 

16.  Profit  plan 

17.  Trust  asset  administration/audit 

18.  Violations  of  law,  general 

19.  Violations  of  law,  31  C.F.R.  103 

135.  Bank  with  assets  of  less  than  $25  million 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Capital  plan,  general 

3.  Credit  information  exceptions 

4.  Criticized  assets 

5.  Dividend  restrictions 

6.  Internal  loan  review 

7.  Management  study 

8.  New  senior  lending  officer 

9.  Violations  of  law,  general 

10.  Violations  of  law,  12  U.S.C.  84 

136.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Budget/financial  plan 

3.  Capital  plan,  general 

4.  New  chief  executive  officer 
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5  Criticized  assets 

6  Internal  audit 

7.  Liquidity 

8  Violations  of  law,  general 

9  Violations  of  law,  12  U.S.C.  84,  371c,  71a 
10  Banking  Circular  115 

137.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Collateral  exceptions 

3.  Credit  information  exceptions 
4  Criticized  assets 

5.  Internal  loan  review 

6.  Lending  policy 

7.  Profit  plan 

138.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Business/strategic  plan 

4.  Collateral  exceptions 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Internal  controls 

8.  Internal  loan  review 

9.  Lending  policy 

10.  Management  study 

1 1 .  Violations  of  law,  general 

139.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and 
reporting 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Collection  procedures 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Internal  loan  review 

1 1 .  Lending  policy 

12.  Liquidity 

13.  Management  study 

14  Participations  purchased 
15.  Profit  plan 

16  Violations  of  law,  general 

140  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1  Allowance  for  loan  and  lease  losses 

2  Asset/liability  management 

3  Capital  plan,  general 

4  Collateral  exceptions 


5.  Collection  procedures 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Internal  loan  review 

9.  Investment  policy 

10.  Lending  policy 

1 1 .  Profit  plan 

12.  Violations  of  law,  general 

141.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  notification  and  reporting 

4.  Budget/financial  plan 

5.  Business/strategic  plan 

6.  Collateral  exceptions 

7.  Consumer  compliance  program 

8.  Credit  information  exceptions 

9.  Criticized  assets 

10.  Internal  loan  review 

1 1 .  Management  and  board  supervision  study 

12.  Profit  plan 

13.  Violations  of  law,  general 

142.  Bank  with  assets  of  $50  to  $100  million  — 
Memorandum  of  Understanding 

1 .  Allowance  for  loan  and  lease  losses 

2.  Criticized  assets 

3.  Dividend  restrictions 

4.  Lending  policy 

5.  Loan  administration 

6.  Management  study 

7.  Profit  plan 

8.  Violations  of  law,  general 

143.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Business/strategic  plan 

5.  Call  report 

6.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

7.  Collateral  exceptions 

8.  Collection  procedures 

9.  Concentrations  of  credit 

10.  Credit  information  exceptions 

1 1 .  Criticized  assets 

12.  Dividend  restrictions,  prior  approval 

13.  Internal  audit 

14.  Internal  controls 

15.  Internal  loan  review 

16.  Investment  policy 

17.  Lending  policy 


106 


18.  Liquidity 

19.  Management  study 

20.  Nonaccrual  loans 

21.  Violations  of  law,  general 

144.  Bank  with  assets  of  $25  to  $50  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Business/strategic  plan 

5.  Capital  plan,  general 

6.  Collateral  exceptions 

7.  Collection  procedures 

8.  Conflict  of  interest  policy 

9.  Credit  information  exceptions 

10.  Criticized  assets 

11.  Internal  loan  review 

12.  Investment  policy 

13.  Lending  policy 

14.  Liquidity 

15.  Management  study 

16.  Profit  plan 

17.  Violations  of  law,  general 

18.  Violations  of  law,  12  U.S.C.  84  and  375b 

145.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Budget/financial  plan 

4.  Capital  plan,  general 

5.  Collateral  exceptions 

6.  Collection  procedures 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Dividend  restrictions 

10.  Lending  policy 

1 1 .  Management  study 

12.  Violations  of  law,  general 

13.  Charge-off  policy 

14.  Banking  Circular  115 

15.  Banking  Circular  202 

146.  Bank  with  assets  of  $50  to  $100  million 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

3.  Budget/financial  plan 

4.  Capital  plan,  general 

5.  Criticized  assets 

6.  Internal  loan  review 

7.  Lending  policy 

8.  Liquidity 

9.  Loan  policy  compliance 


10.  Management  and  board  supervision  study 

1 1 .  Other  real  estate  owned 

12.  Violations  of  law,  general 

147.  Bank  with  assets  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Bank  Secrecy  Act  compliance 

2.  Violations  of  law,  12  U.S.C.  84 

3.  Violations  of  law,  31  C.F.R.  103 

148.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Budget/financial  plan 

5.  Business/strategic  plan 

6.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

7.  Collateral  exceptions 

8.  Conflict  of  interest  policy 

9.  Consumer  compliance  program 

10.  Credit  information  exceptions 

1 1 .  Criticized  assets 

12.  Dividend  restrictions 

13.  Internal  audit 

14.  Internal  controls 

15.  Investment  policy 

16.  Lending  policy 

17.  Liquidity 

18.  Loan  administration 

19.  Management  study 

20.  Renewals  of  extensions  of  credit 

21.  Violations  of  law,  general 

149.  Bank  with  assets  of  $100  to  $500  million  — 
Memorandum  of  Understanding 

1 .  Allowance  for  loan  and  lease  losses 

2.  Criticized  assets 

3.  Internal  loan  review 

4.  Loan  policy  compliance 

5.  Nonaccrual  loans 

6.  Participations  purchased 

150.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

3.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

4.  Credit  information  exceptions 

5.  Criticized  assets 

6.  Dividend  restrictions,  prior  approval 

7.  Internal  loan  review 

8.  Nonaccrual  loans 
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151  Bank  with  assets  of  $100  to  $500  million  — 
Order  to  Cease  and  Desist 

1  Allowance  for  loan  and  lease  losses 

2  Brokered  deposits,  notification  and 
reporting 

3.  Credit  information  exceptions 

4.  Criticized  assets 

5.  Dividend  restrictions 

6.  EDP 

7.  Internal  loan  review 
8  Management  study 

9.  Other  real  estate  owned 

10.  Renewals  of  extensions  of  credit 

1 1 .  Violations  of  law,  general 

12.  Violations  of  law,  12  U.S.C.  371c,  375(b) 

152.  Bank  with  assets  of  $50  to  $100  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Capital  plan,  general 

3.  Collection  procedures 

4.  Credit  information  exceptions 

5.  Criticized  assets 

6.  Dividend  restrictions,  prior  approval 

7.  Liquidity 

8.  Nonaccrual  loans 

9.  Other  real  estate  owned 

10.  Participations  purchased 

1 1 .  Banking  Circular  181 

12.  Collection  officer 

13.  Violations  of  law,  12  U.S.C.  84 

14.  Insider  transactions 

153.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Asset/liability  management 

2.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

3.  Capital  plan,  general 

4  Management  and  board  supervision  study 

5.  Profit  plan 

6.  Violations  of  law,  general 

7.  Insider  transactions 

154.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1  Allowance  for  loan  and  lease  losses 

2  Asset/liability  management 

3  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4  Business/strategic  plan 

5  Capital  plan,  general 

6  Collateral  exceptions 

7  Collection  procedures 

8  Credit  information  exceptions 

9  Criticized  assets 


10.  Dividend  restrictions,  prior  approval 

11.  Lending  policy 

12.  Internal  loan  review 

13.  Liquidity 

14.  Management  and  board  supervision  study 

15.  Profit  plan 

16.  New  senior  lending  officer 

17.  Violations  of  law,  general 

18.  Board  of  directors 

19.  Insider  transactions 

20.  Blanket  bond  coverage 

21.  Recordkeeping 


155.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

1.  Agricultural  lending  policy 

2.  Allowance  for  loan  and  lease  losses 

3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Business/strategic  plan 

5.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Dividend  restrictions 

9.  EDP 

10.  Internal  loan  review 

1 1 .  Lending  policy 

12.  Management  and  board  supervision  study 

13.  Nonaccrual  loans 

14.  New  senior  lending  officer 

15.  Violations  of  law,  general 


156.  Bank  with  assets  of  $100  to  $500  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

3.  Capital  plan,  general 

4.  Collateral  exceptions 

5.  Conflict  of  interest  policy 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Dividend  restrictions 

9.  Internal  controls 

10.  Internal  loan  review 

1 1 .  Loan  administration 

12.  Management  study 

13.  Nonaccrual  loans 

14.  Overdraft  policy 

15.  New  senior  lending  officer 

16.  Trust  management  study 

17.  Violations  of  law,  general 

18  Violations  of  law,  12  U.S.C.  375b 
19.  Violations  of  law,  12  C.F.R.  215 
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157.  Bank  with  assets  of  $50  to  $100  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

3.  Business/strategic  plan 

4.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

5.  New  chief  executive  officer 

6.  Credit  information  exceptions 

7.  Dividend  restrictions,  prior  approval 

8.  EDP 

9.  Internal  loan  review 

10.  Lending  policy 

11.  Liquidity 

12.  Profit  plan 

13.  New  senior  lending  officer 

14.  Violations  of  law,  general 

15.  Fidelity  bond  insurance  policy 

158.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Capital  plan,  general 

5.  Consumer  compliance  program 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Dividend  restrictions 

9.  Internal  loan  review 

10.  Lending  policy 

1 1 .  Loan  administration 

12.  Management  study 

13.  Participations  purchased 

14.  Profit  plan 

15.  Violations  of  law,  general 

16.  Violations  of  law,  12  U.S.C.  84 

159.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

3.  Business/strategic  plan 

4.  Capital  plan,  general 

5.  Credit  information  exceptions 

6.  Dividend  restrictions 

7.  Internal  audit 

8.  Internal  loan  review 

9.  Management  study 

160.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 


3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Capital  plan,  equity  capital 

5.  Collateral  exceptions 

6.  Consumer  compliance  program 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Internal  loan  review 

10.  Lending  policy 

11.  Liquidity 

12.  Management  study 

13.  Nonaccrual  loans 

14.  Profit  plan 

15.  Renewals  of  extensions  of  credit 

16.  Violations  of  law,  general 

17.  Violations  of  law,  12  U.S.C.  71 

18.  Geographic  trade  area 

161.  Bank  with  assets  of  $25  to  $50  million  — 
Order  to  Cease  and  Desist 

1 .  Asset/liability  management 

2.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

3.  New  chief  executive  officer 

4.  Lending  policy 

5.  New  senior  lending  officer 

162.  Bank  with  assets  of  $100  to  $500  million  • 
Amended  Order  to  Cease  and  Desist 

1.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

2.  Capital  injection 

3.  Conflict  of  interest  policy 

4.  Internal  audit 

5.  Internal  controls 

6.  Liquidity 

7.  Special  counsel 

8.  Violations  of  law,  general 

9.  Violations  of  law,  12  U.S.C.  84 

10.  Fidelity  bond  insurance 

11.  Insider  transactions 

12.  Business/strategic  plan 

163.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

4.  Budget/financial  plan 

5.  Business/strategic  plan 

6.  Call  report,  refile  and  republish 

7.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

8.  New  chief  executive  officer 

9.  Collateral  exceptions 

10.  Concentrations  of  credit 
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1 1  Conflict  of  interest  policy 

12  Credit  information  exceptions 

13.  Criticized  assets 

14  Dividend  restrictions,  prior  approval 
15.  External  audit 

16  Internal  audit 

17  Internal  controls 

18.  Lending  policy 

19.  Liquidity 

20.  Loan  administration 

21.  Management  study 

22.  Nonaccrual  loans 

23.  Violations  of  law,  general 

24.  Violations  of  law,  12  U.S.C.  84 

164.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

3.  Credit  information  exceptions 

4.  Criticized  assets 

5.  Loan  administration 

165.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Agricultural  lending  policy 

2.  Allowance  for  loan  and  lease  losses 

3.  Asset/liability  management 

4.  Brokered  deposits,  notification  and 
reporting 

5.  Capital  plan,  general 

6.  New  chief  executive  officer 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Dividend  restrictions,  prior  approval 

10.  Internal  loan  review 

1 1 .  Lending  policy 

12.  Restitution 

13.  Violations  of  law,  general 

14.  Violations  of  law,  12  U.S.C.  84 

166.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

1 .  Agricultural  lending  policy 

2.  Allowance  for  loan  and  lease  losses 

3.  Asset/liability  management 

4.  Brokered  deposits,  notification  and 
reporting 

5  Capital  plan,  equity  capital 

6  Consumer  compliance  program 

7  Credit  information  exceptions 

8  Criticized  assets 

9  Dividend  restrictions,  prior  approval 

10  Internal  loan  review 

1 1  Investment  policy 

12  Lending  policy 


13.  Loan  administration 

14.  Loan  policy  compliance 

15.  Management  study 

16.  New  senior  lending  officer 

17.  Violations  of  law,  general 

167.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

3.  Budget/financial  plan 

4.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

5.  Credit  information  exceptions 

6.  Criticized  assets 

7.  Dividend  restrictions,  prior  approval 

8.  External  audit 

9.  Internal  loan  review 

10.  Lending  policy 

11.  Management  study 

12.  Violations  of  law,  general 

168.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

1 .  Allowance  for  loan  and  lease  losses 

2.  Asset/liability  management 

3.  Board's  committee  structure 

4.  Brokered  deposits,  prohibition  or 
eliminating  dependence 

5.  Business/strategic  plan 

6.  Capital  plan,  achieve  and  maintain 
predetermined  minimum 

7.  Credit  information  exceptions 

8.  Criticized  assets 

9.  Internal  loan  review 

10.  Lending  policy 

1 1 .  Loan  administration 

12.  Loan  policy  compliance 

13.  Management  study 

14.  Other  real  estate  owned 

15.  Violations  of  law,  general 

16.  Trust  activities 

169.  Bank  with  assets  of  less  than  $25  million  — 
Memorandum  of  Understanding 

1.  Agricultural  lending  policy 

2.  Allowance  for  loan  and  lease  losses 

3.  Asset/liability  management 

4.  Brokered  deposits,  notification  and  reporting 

5.  Capital  plan,  general 

6.  Credit  information  exceptions 

7.  Criticized  assets 

8.  Dividend  restrictions 

9.  Internal  loan  review 

10.  Lending  policy 

1 1  Violations  of  law,  general 
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Civil  Money  Penalties 


1.  Failed  bank 

The  executive  vice  president’s  checking  account  was 
continually  overdrawn.  At  one  point  he  was  overdrawn 
for  57  days  up  to  $3,000.  No  overdraft  fees  had  been 
charged  or  paid  and  warnings  against  overdrafts  were 
given  in  consecutive  examinations. 

A  Civil  Money  Penalty  of  $10,000  was  considered  appro¬ 
priate  although  the  final  assessment  was  reduced  to 
$1,000  based  on  respondent's  lack  of  financial  resources. 
The  assessment  became  final  by  default. 

2.  Failed  bank 

The  former  president  of  the  bank  had  made  over  one 
dozen  loans  in  excess  of  the  bank’s  lending  limit  and  large 
losses  resulted.  Several  loans  were  nominee  loans  to  the 
president's  family  and  friends  on  more  favorable  terms 
than  similar  borrowers  were  receiving.  Proceeds  of  these 
loans  went  to  the  benefit  of  the  president.  No  disclosure 
was  made  to  the  board  of  directors.  The  bank's  former 
chief  executive  officer  received  loans  in  excess  of  the 
bank’s  legal  limit  authorized  for  executive  officers.  These 
lending  activities  contributed  to  the  failure  of  the  bank. 

A  Civil  Money  Penalty  of  $1  million  was  deemed  appro¬ 
priate  for  the  activities  of  the  president  (who  also  had 
been  indicted)  but  a  final  order  of  assessment  of  $100,000 
was  issued  based  on  his  lack  of  financial  resources.  A 
Civil  Money  Penalty  of  $50,000  was  deemed  appropri¬ 
ate  for  the  former  chief  executive  officer,  but  based  on 
his  lack  of  financial  resources  a  final  order  of  assessment 
of  $10,000  was  issued. 

3.  Failed  bank 

The  bank  had  been  under  the  provisions  of  an  Order  to 
Cease  and  Desist  for  about  2  years.  Compliance  with  the 
Order  in  general  was  poor  and  violations  of  the  capital 
article,  criticized  assets  article  and  articles  dealing  with 
the  loan  review  system,  allowance  for  loan  and  lease  loss¬ 
es,  violations  of  law,  internal  audit  and  internal  controls 
were  reported  in  a  recent  examination  report. 

A  Civil  Money  Penalty  of  $2,000  was  issued  against  each 
of  six  members  of  the  board  of  directors  for  failure  to 
comply  with  the  provisions  of  the  Order. 

4.  Bank  with  assets  of  less  than  $25  million 

A  comprehensive  examination  of  the  bank  revealed  that 
the  former  chairman  of  the  board  had  received  a  real 
estate  loan  that  did  not  contain  a  definite  repayment  pro¬ 


gram.  Such  a  loan  is  considered  preferential  and  viola¬ 
tive  of  the  provisions  of  12  U.S.C.  375b(3)  and  12  C  F  R 
215.4.  The  examination  also  revealed  that  the  chairman 
had  overdrawn  his  account  nearly  sixty  times  in  little  over 
a  year.  He  never  paid  an  overdraft  fee  and  those  that  were 
assessed  were  rebated  at  his  specific  insistence. 

A  Civil  Money  Penalty  of  $1,500  was  issued  against  the 
former  chairman. 

5.  Bank  with  assets  of  $25  to  $50  million 

A  comprehensive  examination  of  the  bank  revealed  that 
the  president  of  the  bank  had  been  issuing  unfunded 
cashier’s  checks  for  his  personal  use  for  more  than  1  year. 
This  practice,  though  criticized  by  the  bank's  own  inter¬ 
nal  auditor,  was  not  reported  to  the  board.  The  activity 
was  considered  a  violation  of  12  U.S.C.  375a(1)  and 
375a(3)  which  generally  prohibit  extensions  of  credit  to 
insiders  unless  the  extensions  have  been  reported  to  the 
board  and  specifically  prohibit  preferential  extensions  of 
credit.  At  the  insistence  of  the  board,  the  president 
resigned  his  position  at  the  bank. 

A  Civil  Money  Penalty  of  $1,500  was  issued. 

6.  Bank  with  assets  of  less  than  $25  million 

The  president  of  the  bank  approved  advances  to  borrow¬ 
ers  in  amounts  that  exceeded  the  bank’s  lending  limit. 
The  president  attempted  to  conceal  his  activity  from  both 
the  board  and  national  bank  examiners.  Violations  of  12 
U.S.C.  375a  and  375b  involving  the  president's  approval 
of  excessive  loans  to  himself  and  other  bank  insiders,  and 
extensions  of  credit  with  preferential  interest  rates  were 
found. 

Although  an  assessment  of  $15,000  was  considered  to 
be  appropriate,  in  view  of  the  individual’s  financial  con¬ 
dition  a  Civil  Money  Penalty  of  $5,000  was  issued. 

7.  Bank  with  assets  of  less  than  $25  million 

The  bank’s  president  and  a  director  violated  the  provi¬ 
sions  of  12  U.S.C.  375b(4)  and  12  C.F.R.  215.4(d)  by  caus¬ 
ing  the  bank  to  pay  more  than  250  overdrafts  on  their 
accounts.  The  violations  occurred  primarily  during  a  six 
month  period  and  were  not  mere  oversights.  Though  the 
overdrafts  did  not  result  in  direct  loss  to  the  bank,  over¬ 
draw  charges  of  nearly  $1,300  were  not  paid 

A  Civil  Money  Penalty  of  $5,000  was  issued.  Under  the 
Order,  only  $500  must  be  paid  if  the  former  president  re¬ 
pays  the  bank  the  $1,300  in  overdraft  fees. 
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8.  Bank  with  assets  of  $100  to  $500  million 

An  examination  revealed  that  the  chairman  of  the  board 
had  caused  the  bank  to  extend  credit  to  a  family  relative 
and  the  relative’s  interests  in  excess  of  the  bank’s  lend¬ 
ing  limit  without  review  of  proper  financial  information  and 
without  consideration  of  repayment  ability.  The  chairman 
also  caused  the  bank  to  make  additional  loans  in  viola¬ 
tion  of  the  bank's  lending  limit.  Losses  to  the  bank  were 
over  $1  million. 

A  Civil  Money  Penalty  of  $250,000  was  assessed  against 
the  chairman  of  the  board.  The  Order  was  issued  by 
default. 

9.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  the  bank’s  chief  executive 
officer  had  speculated  in  the  bond  market  using  repur¬ 
chase  agreements  to  hide  taking  losses.  At  one  time  ap¬ 
proximately  50  percent  of  the  bank’s  assets  were  involved 
in  the  scheme.  When  discovered  by  the  national  bank 
examiner  the  iosses  from  the  speculation  approximated 
46  percent  of  the  bank’s  capital.  During  these  activities 
the  bank  filed  false  call  reports  misstating  the  investment 
account  and  income  and  expenses  from  bond  trading. 
The  chief  executive  officer  also  was  discovered  to  have 
lent  money  to  friends  and  business  associates  without 
reporting  his  interest  to  the  board.  Losses  from  the  busi¬ 
ness  venture  loans  were  absorbed  by  the  bank. 

Civil  Money  Penalties  were  assessed  against  the  chief 
executive  officer  and  four  other  directors.  A  final  order 
of  assessment  of  a  Civil  Money  Penalty  of  $10,000  was  is¬ 
sued  to  the  chief  executive  officer  who  was  under  an 
Order  of  Suspension  at  the  time.  The  chief  executive 
officer  also  consented  to  a  Removal  Order  and  had 
resigned  his  position  at  the  bank.  The  actions  against  the 
other  directors  are  pending. 

10.  Failed  bank 

An  examination  revealed  that  the  bank  had  serious 
problems.  Its  capital  was  inadequate,  its  allowance  for 
loan  and  lease  losses  was  not  maintained  at  an  adequate 
level,  several  violations  of  law  had  occurred  and  appropri¬ 
ate  operating  policies  had  not  been  established  or  fol¬ 
lowed  The  bank  was  operating  under  an  Order  to  Cease 
and  Desist  which  contained  provisions  addressing  these 
areas,  yet  the  board  of  directors  had  failed  to  carry  out 
the  terms  of  the  Order  and  the  bank's  condition  had  not 
improved 

C  /il  Money  Penalties  were  assessed  against  each  of  five 
directors  A  final  order  of  assessment  of  $1,000  each  was 
issued  by  the  Comptroller  after  an  administrative  hearing. 


11.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  disclosed  violations  of  12 
U.S.C.  §  §375b(2)  and  375b(3)  and  12  C.F.R.  Part  215. 
These  violations  involved  renewal  of  a  loan  to  an  execu¬ 
tive  officer  on  preferential  terms  and  without  prior  board 
approval.  The  situation  was  aggravated  by  the  bank’s 
former  president-chief  executive  officer  having  personally 
benefitted  as  a  result  of  the  loan. 

Civil  Money  Penalties  were  assessed  against  the  former 
president-chief  executive  officer  and  ten  other  members 
of  the  board.  A  final  Order  of  Assessment  of  $18,000  was 
assessed  against  the  former  president-chief  executive 
officer,  who  was  also  directed  to  reimburse  the  bank  for 
lost  interest  as  a  result  of  the  loan.  Final  Orders  of  As¬ 
sessment  of  $2,000  each  were  issued  against  the  ten  in¬ 
dividual  members  of  the  bank’s  board  of  directors. 

12.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  violations  of  12 
U.S.C.  §  §84  and  371c.  The  lending  limit  violations  result¬ 
ed  from  loans  made  to  purchase  partnership  shares  in 
a  business  venture  involving  a  resort  project  outside  the 
continental  United  States.  The  bank  also  purchased  a  low 
quality  asset  from  an  affiliate.  The  bank  suffered  substan¬ 
tial  losses  on  these  transactions. 

Civil  Money  Penalties  were  assessed  against  the  six  mem¬ 
bers  of  the  bank’s  board  of  directors.  A  final  order  of 
assessment  of  $1,000  was  issued  against  one  director 
who  stipulated  to  a  lifetime  removal  from  banking.  A  final 
order  of  assessment  of  $2,000  was  issued  to  each  of  the 
remaining  five  directors. 

13.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  violations  of  12  U.S.C.  §§84, 
371c,  375a,  375b  and  12  C.F.R.  Part  215.  In  addition,  the 
examination  disclosed  violations  of  an  outstanding  cease 
and  desist  order  issued  against  the  bank.  Lending  limit 
violations  were  caused  primarily  by  funding  new  loans 
before  participation  agreements  could  be  effected.  In¬ 
sider  violations  resulted  from  the  bank’s  practice  of 
repeatedly  paying  overdrafts  of  an  executive  officer  and 
his  related  interests.  The  gravity  of  the  situation  was  ag¬ 
gravated  because  of  substantial  losses  resulting  from  the 
lending  limit  violations  and  the  involvement  of  the  bank’s 
chairman  of  the  board  in  those  violations. 

A  final  Civil  Money  Penalty  of  $15,000  was  assessed 
against  the  chairman  of  the  board,  who  also  stipulated 
to  a  partial  removal  from  banking.  The  bank’s  former 
president  consented  to  the  payment  of  a  penalty  in  the 
amount  of  $1,000.  This  individual  was  involved  in  lend¬ 
ing  limit  violations  at  the  bank  but  had  resigned  before 
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the  other  violations  took  place.  A  final  order  of  assessment 
of  $1,500  was  issued  to  one  director  and  a  final  order  of 
assessment  of  $2,000  was  issued  against  three  directors. 

14.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  a  significant  violation  of  the 
bank’s  lending  limit  under  12  U.S.C.  §84  had  occurred 
prior  to  a  change  in  bank  ownership  and  management. 
The  former  president,  who  was  the  sole  lending  officer 
of  the  bank,  had  authorized  a  loan  in  violation  of  the 
lending  limit.  The  funds  were  disbursed  to  an  intermediary 
and  were  then  transferred  to  a  borrower  who  was  already 
at  the  bank’s  limit.  The  former  president  was  aware  of 
the  relationship  and  facilitated  the  lending  violation.  The 
loan  was  ultimately  written  off  as  a  loss. 

A  Civil  Money  Penalty  was  assessed  against  the  former 
president.  A  final  order  of  assessment  of  $1,000  was 
issued  and  the  former  president  also  stipulated  to  a 
removal  from  banking. 

15.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  several  substantial  violations  of 
the  bank’s  lending  limit  under  12  U.S.C.  §84.  These 
violations  have  been  structured  and  approved  by  the 
bank’s  president  and  vice  president. 

Civil  Money  Penalties  were  assessed  against  the  presi¬ 
dent  and  vice  president.  A  final  Order  of  Assessment  of 
$5,000  each  was  issued. 

16.  Bank  with  assets  of  $100  to  $500  million 

An  examination  of  the  bank  revealed  one  violation  of  12 
U.S.C.  §84  which  was  created  by  the  bank’s  payment  of 
excessive  overdrafts  and  other  commercial  loans  to  three 
entities.  The  overdrafts  and  commercial  loans  were 
combined  under  the  common  enterprise  doctrine.  Losses 
of  about  $657,000  were  involved.  The  directors  of  the 
bank  reimbursed  the  bank  for  this  loss. 

A  Civil  Money  Penalty  was  assessed  against  the  president 
of  the  bank.  In  light  of  the  continuing  nature  of  the 
violation  and  the  president’s  failure  to  take  any  action  to 
correct  the  violation  a  final  order  of  assessment  of  $5,000 
was  issued. 

17.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  repeat  violations  of 
12  U.S.C.  §375b  and  12  C.F.R.  §215  involving  preferential 
loans  to  officers  of  the  bank.  The  bank  had  a  history  of 
extending  credit  to  officers  at  preferential  interest  rates. 

A  Civil  Money  Penalty  of  $2,000  was  assessed  against 


each  of  the  three  directors  who  approved  the  illegal 
extensions  of  credit.  Civil  Money  Penalties  of  $2,500  and 
and  $4,000  were  assessed  against  the  president  and  the 
former  executive  vice  president,  respectively,  who 
received  financial  benefit  as  a  result  of  preferential 
treatment. 

18.  Bank  with  assets  of  less  than  $25  million 

The  bank  failed  to  comply  with  its  own  lending  policies 
and  procedures  as  required  by  an  outstanding  Order  to 
Cease  and  Desist.  The  bank  also  failed  to  maintain  its 
allowance  for  possible  loan  losses  at  an  adequate  level, 
also  required  under  the  Order. 

Civil  Money  Penalties  were  assessed  against  each  of  six 
directors  and  against  the  former  chief  executive  officer. 
A  final  Order  of  Assessment  of  $1,500  was  issued  against 
six  directors  and  a  final  order  of  $3,000  was  issued 
against  the  former  chief  executive  officer  who  played  a 
controlling  role  in  the  bank. 

19.  Failed  bank 

An  examination  revealed  serious  violations  of  an 
outstanding  Cease  and  Desist  Order.  The  violations 
involved  loans  to  the  bank’s  chairman  which  did  not 
proceed  through  proper  approval  channels  at  the  bank. 
Management  had  previously  been  warned  about  the 
rules  and  regulations  pertaining  to  insider  loans. 

Civil  Money  Penalties  were  assessed  against  the  bank’s 
chairman  of  the  board  and  against  one  other  director.  A 
final  order  of  assessment  of  $10,000  was  issued  against 
each  of  them. 

20.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  numerous  violations  of  12  U.S.C. 
§  §371c,  375a,  375b  and  12  C.F.R.  §215.  All  the  violations 
had  occurred  during  a  two  and  one  half  month  period 
and  resulted  in  significant  insider  benefit.  The  bank  has 
been  warned  concerning  requirements  pertaining  to 
insider  loans. 

Civil  Money  Penalties  of  $1,000  were  assessed  against 
the  bank’s  president  and  vice  president.  A  final  order  of 
assessment  of  $12,500  was  issued  against  the  chairman 
of  the  board. 

21.  Bank  with  assets  of  $50  to  $100  million 

An  examination  of  the  bank  revealed  numerous  violations 
of  12  U.S.C.  §84  as  well  as  12  U.S.C.  §  §371c  and  375a. 
These  violations  involved  loans  to  the  related  interestss 
of  chairman  of  the  board  and  the  president.  The  lending 
limit  violation  resulted  in  a  loss  to  the  bank. 
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A  Civil  Money  Penalty  of  $25,000  was  assessed  against 
the  president  A  penalty  of  $50,000  would  otherwise  be 
warranted  but  was  reduced  because  of  the  president's 
financial  situation.  A  final  order  of  assessment  of  $25,000 
was  also  issued  to  the  chairman  of  the  board.  Two 
members  of  the  board  were  issued  final  orders  of 
assessment  of  $3,000. 

22.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  the  bank's  president  had 
sought  to  avoid,  and  thus  violated,  the  prohibition  of  an 
Order  to  Cease  and  Desist  against  further  loans  to  himself 
or  his  related  interests,  unless  proper  loan  documentation 
was  available  and  the  loan  was  safe  and  sound.  The 
president  made  a  loan  to  his  son  who  turned  the 
proceeds  over  to  the  president.  The  son  had  only  a  small 
income  and  no  collateral  to  support  the  loan. 

A  Civil  Money  Penalty  was  assessed  against  the  president 
for  violation  of  the  Order  to  Cease  and  Desist.  A  final  order 
of  assessment  of  $4,500  was  issued. 

23.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  serious  violations 
of  an  outstanding  Cease  and  Desist  Order.  Bank 
management  had  previously  been  cautioned  by  the 
Comptroller’s  Office  regarding  noncompliance  with  the 
Order. 

Civil  Money  Penalties  were  assessed  against  the  Board 
of  Directors.  A  final  assessment  of  $5,000  was  issued  to 
one  director.  The  other  cases  were  settled  previously. 

24.  Bank  with  assets  of  $50  to  $100  million 

An  examination  of  another  national  bank  revealed  that 
the  individual,  while  he  was  an  officer  and  director  of  the 
other  bank,  had  violated  federal  criminal  and  banking 
laws  resulting  in  his  personal  gain  and  in  detriment  to  the 
bank.  The  individual  had  moved  to  a  second  national 
bank  were  he  was  the  executive  vice  president  when  his 
history  was  uncovered.  The  violations  included  several 
nominee  loans  from  which  he  received  proceeds, 
falsifying  bank  records  to  divert  payments  to  his  own 
account  and  causing  a  false  appraisal  of  his  residence 
to  give  him  additional  funds  from  a  refinancing.  The 
nominee  loans  and  the  excessive  refinancing,  when 
combined  with  his  other  loans,  violated  12  U.S.C.  §84, 
and  many  loans  were  made  to  him  without  board 
approval  and  in  excess  of  permissible  limits  to  insiders. 

A  Civil  Money  Penalty  was  assessed  against  the  executive 
vice  president  for  the  violations  of  federal  banking  law. 
A  final  order  of  assessment  of  $4,000  was  issued  to  the 
individual  who  also  stipulated  to  an  Order  of  Removal  for 
his  activities  in  the  other  financial  institution 


25.  Bank  with  assets  of  $100  to  $500  million 

An  examination  of  the  bank  revealed  that  there  was 
continued  noncompliance  with  an  Order  to  Cease  and 
Desist.  Violations  of  the  Order  had  continued  through 
three  examinations. 

A  Civil  Money  Penalty  was  assessed  against  the  bank 
and  against  each  of  six  directors.  A  final  order  of 
assessment  of  $50,000  was  issued  against  the  bank  and 
a  final  order  of  assessment  of  $70,000  was  issued  against 
the  six  members  of  the  Board  as  a  group. 

26.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  that  there  were  two 
violations  of  12  U.S.C.  84.  The  bank  had  a  history  of 
section  84  violations  for  several  prior  examinations. 

A  Civil  Money  Penalty  was  assessed  against  the  six 
members  of  the  Board  of  Directors  for  violations  of  12 
U.S.C.  section  84.  A  final  order  of  assessment  of  $1,500 
was  issued  against  each  the  five  members  of  the  Board 
of  Directors.  The  sixth  assessment  is  in  litigation. 

27.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  significant  insider  abuse 
including  violations  of  12  U.S.C.  §§84,  371c,  375a  and 
375b  and  501.  The  chairman  of  the  board/chief  executive 
officer  had  caused  unsecured  credit  to  be  extended  to 
certain  bank  affiliates  which  he  controlled.  Some  of  these 
loans  were  classified,  and  some  of  the  proceeds  were 
funnelled  through  the  affiliate  accounts  into  the 
individual’s  personal  checking  account  and  then  used 
to  purchase  additional  stock  in  the  bank.  Also,  in 
furtherance  of  a  scheme  to  sell  this  stock,  he  caused 
further  classified  loans  to  be  made  to  the  purchasers  and 
caused  the  bank  to  certify  a  check  against  insufficient 
funds. 

A  Civil  Money  Penalty  was  assessed  against  the 
individual.  A  final  order  of  assessment  of  $7,500  was 
issued. 


Securities  Enforcement  Actions 


1.  Industrial  National  Bank  of  East  Chicago,  East 
Chicago,  Indiana 

Bank,  with  common  stock  registered  pursuant  to  section 
12  of  the  Securities  Exchange  Act  of  1934  (Exchange  Act), 
repeatedly  failed  to  file  or  file  on  a  timely  basis  its  required 
Annual  and  Quarterly  Reports  in  violation  of  section  13  of 
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the  Exchange  Act.  Also,  the  bank  distributed  to  its 
shareholders  proxy  solicitation  materials  without  filing  the 
preliminary  or  definitive  materials  with  this  Office,  as 
required  by  12  C.F.R.  §  11.5(f)(1985).  In  addition,  the 
materials,  as  distributed,  were  false  and  misleading  and 
omitted  material  facts. 

A  Civil  Injunctive  Action  was  brought  against  the  bank 
which  resulted  in  its  consent  to  an  order  of  permanent 
injunction  issued  by  a  U.S.  District  Court.  The  Court 
enjoined  the  bank  from  failing  to  file  or  filing  in  an  untimely 
manner  any  proxy  or  information  statements  and  from 
filing  false  or  misleading  proxy  or  information  statements. 
The  Court  also  enjoined  the  bank  from  failing  to  file  or 
filing  in  an  untimely  manner  any  annual,  quarterly  or  other 
report,  and  ordered  the  bank  to  file  amendments  to  three 
quarterly  reports  that  had  been  filed,  but  that  did  not 
conform  to  the  reporting  requirements  found  in  12  C.F.R. 
Part  11.  Finally,  the  bank  was  ordered  to  solicit 
shareholder  proxies  only  in  compliance  with  Section  14(a) 
of  the  Exchange  Act  and  the  rules  and  regulations  of  the 
Comptroller  promulgated  thereunder. 

2.  Farmers  National  Bank  of  Appomattox,  Appomattox, 
Virginia. 

Bank,  with  common  stock  registered  pursuant  to  section 
12  of  the  Securities  Exchange  Act  of  1934  (Exchange  Act), 


distributed  proxy  materials  to  its  shareholders  without 
filing  these  materials  with  the  OCC  prior  to  distribution 
These  materials,  as  distributed,  contained  false  and 
misleading  information.  Also,  the  bank  failed  to  file  in  a 
timely  manner  its  required  annual  and  quarterly  Reports 
in  violation  of  section  13  of  the  Exchange  Act.  These 
reports,  as  filed,  contained  insufficient  and  misleading 
information.  Finally,  the  bank  was  required  to  register  its 
stock  pursuant  to  Section  12  of  the  Exchange  Act  in  1974, 
but  had  failed  to  do  so  until  1985.  The  registration 
statement,  as  filed  in  1985,  was  deficient  and  misleading. 

A  Civil  Iniunctive  Action  was  brought  against  the  bank 
which  resulted  in  its  consent  to  an  order  of  permanent 
injunction  issued  by  a  U.S.  District  Court.  The  Court 
enjoined  the  bank  from  failing  to  file  or  filing  in  an  untimely 
manner  any  proxy  or  information  statements  and  from 
filing  false  or  misleading  proxy  or  information  statements. 
The  bank  was  ordered  to  reconvene  its  1986  annual 
meeting  of  shareholders  and  to  solicit  proxies  in 
conformance  with  applicable  regulations.  In  addition,  the 
order  requires  the  bank  to  file  delinquent  or  amend 
existing  Exchange  Act  Reports  in  accordance  with 
applicable  laws  and  regulations. 
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Mergers — April  1  to  June  30,  1986 


Mergers  consummated  involving  two  or  more  operating  banks. 


Page 

February  14,  1986* 

Pan  American  Bank,  National  Association,  Miami,  Florida 

National  Bank  of  Florida,  Miami,  Florida 

Merger . 121 

March  10,  1986*: 

NCNB  National  Bank  of  North  Carolina,  Charlotte,  North 
Carolina 

One  Branch  of  First  Union  National  Bank,  Charlotte,  North 
Carolina 

Purchase . 1  2 1 

April  1,  1986: 

Dominion  Bank  of  Northern  Virginia,  National  Association, 

Vienna,  Virginia 

Continental  Bank  and  Trust  Company,  Springfield,  Virginia 

Merger . 1  22 

April  3,  1986: 

Industrial  National  Bank  of  East  Chicago,  East  Chicago, 

Indiana 

Mercantile  National  Bank  of  Indiana,  Hammond,  Indiana 

Purchase . 1  22 

April  7,  1986: 

The  Connecticut  Bank  and  Trust  Company,  National 
Association,  Hartford,  Connecticut 

One  Branch  of  Bristol  Savings  Bank,  Bristol,  Connecticut 

Purchase . 1  23 

April  11,  1986: 

First  National  Bank  in  Grand  Junction,  Grand  Junction, 

Colorado 

First  National  Bank-North  in  Grand  Junction,  Grand 
Junction,  Colorado 

Merger . 1  24 

April  15,  1986: 

United  Missouri  Bank  of  St.  Louis  County,  National 
Association,  Clayton,  Missouri 

United  Missouri  Bank  of  Jefferson  County,  Arnold, 

Missouri 

United  Missouri  Bank  of  St.  Louis,  National  Association, 

St.  Louis,  Missouri 


Merger . 124 

April  16,  1986: 

Security  First  National  Bank,  Alexandria,  Louisiana 
The  First  National  Bank  of  Ruston,  Ruston,  Louisiana 

Purchase . 12  4 

April  18,  1986: 

American  National  Bank  of  Florida,  Jacksonville,  Florida 
Florida  Center  Bank,  Orlando,  Florida 

Purchase . 12  5 


April  18,  1986: 

Citibank,  National  Association,  New  York,  New  York 
Four  Branches  of  Republic  National  Bank  of  New  York, 

New  York 

Purchase . 126 

April  18,  1986 

The  First  National  Bank  of  Boston,  Boston,  Massachusetts 
Bank  of  Boston-Bristol,  National  Association,  New  Bedford, 
Massachusetts 

Merger . 127 

April  19,  1986 

Key  Bank  of  Southeastern  New  York  National  Association, 
Chester,  New  York 

Three  Branches  of  Peoples  Westchester  Savings  Bank, 
Tarrytown,  New  York 

Purchase . 127 


Page 

April  20,  1986 

Society  Bank  National  Association,  Springfield,  Ohio 
Society  Bank  of  Southern  Ohio,  Hamilton,  Ohio 

Merger . 1  2  8 

April  21,  1986: 

The  Third  National  Bank  and  Trust  Company  of  Dayton, 

Ohio,  Dayton,  Ohio 

Society  Bank  National  Association,  Springfield,  Ohio 


Merger . 128 

April  24,  1986: 

First  National  Bank  of  Irving,  Irving,  Texas 
City  National  Bank  of  Irving,  Irving,  Texas 

Purchase . 1  28 

April  28,  1986: 


First  National  Bank  and  Trust  Company  of  Naples,  Naples, 
Florida 

The  First  Bank  of  Marco  Island,  National  Association, 

Marco  Island,  Florida 

Merger . 129 

April  28,  1986: 

Gulf  Coast  National  Bank.  Sarasota,  Florida 
South  County  Bank,  South  Venice,  Florida 

Merger . 130 

April  30,  1986: 

The  Citizens  National  Bank  of  Meridian,  Meridian, 

Mississippi 

Two  Branches  of  Deposit  Guaranty  National  Bank, 

Jackson,  Mississippi 

Purchase . 130 

April  30,  1986. 

Peoples  Bank  of  Port  Huron,  Port  Huron,  Michigan 
NBD  Port  Huron  Bank,  National  Association,  Port  Huron, 
Michigan 

Merger . 131 

April  30,  1986: 

Second  National  Bank  of  Saginaw,  Saginaw,  Michigan 
One  Branch  of  Michigan  National  Bank-Valley,  Midland, 


Michigan 

Purchase . 132 

May  1,  1986: 

American  National  Bank  of  Bedford,  Bedford,  Iowa 

The  Bedford  National  Bank,  Bedford,  Iowa 

Merger . 133 


May  1,  1986: 

The  First  National  Bank  of  Mamstique,  Manistique, 

Michigan 

Manistique  Lakes  Bank,  Curtis,  Michigan 

Merger . 133 

May  1,  1986: 

Marquette  Bank  Minneapolis,  National  Association, 

Minneapolis,  Minnesota 

Fidelity  Bank  Northeast,  Minneapolis,  Minnesota 

Merger .  133 

May  3,  1986 

First  Eastern  Bank,  National  Association,  Wilkes-Barre, 
Pennsylvania 

The  Hawley  Bank,  Hawley,  Pennsylvania 

Merger . 1  34 

May  5,  1986 

The  Second  National  Bank  of  Richmond,  Richmond, 

Indiana 

Citizens  Banking  Company,  Lynn,  Indiana 

Merger . 134 
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May  8,  1986 

The  First  National  Bank  and  Trust  Company  of  Tulsa,  Tulsa, 
Oklahoma 

Bank  of  Commerce  and  Trust  Company,  Tulsa,  Oklahoma 


Purchase  1  3  5 

May  9,  1986 

Bayshore  National  Bank  of  La  Porte,  La  Porte,  Texas 
Bayport  National  Bank,  La  Porte,  Texas 

Merger  . 13  6 

May  9,  1986 


The  First  National  Bank  of  Glenwood  Springs,  Glenwood 
Springs,  Colorado 

First  National  Bank  in  Battlement  Mesa,  Parachute,  Colorado 


Merger  . 136 

May  9,  1986 

The  Idaho  First  National  Bank,  Boise,  Idaho 
First  Bank  &  Trust  of  Idaho,  Malad  City,  Idaho 
Purchase  137 

May  17,  1986 


NCNB  National  Bank  of  Florida,  Tampa,  Florida 
Pan  American  Bank  of  Orlando,  National  Association, 

Orlando,  Florida 

Pan  American  Bank  of  Tampa,  Tampa,  Florida 

Merger . 13  8 

May  17.  1986 

The  Second  National  Bank  and  Trust  Company  of 
Lexington,  Lexington,  Kentucky 
The  Bank  of  Commerce  and  Trust  Company,  Lexington, 
Kentucky 

Consolidation . 138 

May  19,  1986: 

The  First  Bankers  of  Palm  Beach  County,  National 
Association,  Boca  Raton,  Florida 
The  Mall  Bank,  West  Palm  Beach,  Florida 

Merger . 13  9 

May  23,  1986: 

Centennial  State  Bank  of  Colorado,  Englewood,  Colorado 
First  Interstate  Bank  of  Centennial,  National  Association, 
Englewood,  Colorado 

Purchase . 139 

May  23,  1986: 

Texas  American  Bank/Houston,  National  Association, 

Houston,  Texas 

Texas  American  Bank/Galleria,  Houston,  Texas 

Merger .  140 

May  30,  1986 

The  Bank  of  Columbia  Falls,  Columbia  Falls,  Montana 
First  Citizens  Bank  National  Association,  Columbia  Falls, 
Montana 

Purchase . 140 

May  30,  1986 

The  Liberty  National  Bank  and  Trust  Company  of 
Oklahoma  City,  Oklahoma  City,  Oklahoma 
The  First  National  Bank  and  Trust  Company  of  Norman, 
Norman,  Oklahoma 

Purchase . 141 

May  30,  1986 

Wells  Fargo  Bank,  National  Association,  San  Francisco, 
California 

Crocker  National  Bank,  San  Francisco,  California 


Merger  . 14  2 

May  31.  1986 

Bank  One  Milford,  National  Association,  Milford,  Ohio 
Six  Branches  of  BancOhio  National  Bank,  Columbus,  Ohio 
Purchase  142 

May  31,  1986 

First  National  Bank  of  Metamora,  Metamora.  Illinois 
Peoples  State  Bank  of  Roanoke,  Roanoke,  Illinois 
Merger  14  3 

June  1,  1986 

Capital  National  Bank  of  New  York.  New  York,  New  York 
One  Branch  of  Eastern  Savings  Bank,  Scarsdale,  New  York 
Purchase  1  4  3 


June  1,  1986 

The  National  Bank  of  Waterloo,  Waterloo,  Iowa 
Gilbertville  Savings  Bank,  Gilbertville,  Iowa 
Merger  14  4 

June  1,  1986: 

Rainier  National  Bank,  Seattle,  Washington 
South  Sound  National  Bank,  Lacey,  Washington 

Merger .  14  5 

June  2,  1986 

Bank  of  Galesburg,  Galesburg,  Illinois 

First  Farmers  National  Bank  of  Knoxville,  Knoxville, 

Illinois 

Merger . 14  5 

June  2,  1986 

The  Boatmen's  National  Bank  of  St  Louis,  St  Louis, 

Missouri 

General  Bank  of  St.  Louis  County,  Clayton,  Missouri 
General  Bank,  St.  Louis,  Missouri 

Merger . 1  46 

June  4,  1986: 

Florida  National  Bank,  Jacksonville,  Florida 
Citrus  Park  Bank,  Hillsborough  County,  Florida 

Merger . 146 

June  6,  1986: 

Valley  National  Bank,  Passaic,  New  Jersey 

The  First  National  Bank  and  Trust  Company  of  Kearny, 

Kearny,  New  Jersey 

Merger . 1  46 

June  9,  1986: 

Atlantic  National  Bank  of  Florida,  Jacksonville,  Florida 
The  First  Bankers  of  Polk  County,  Haines  City,  Florida 
Atlantic  National  Bank  of  Miami,  Miami,  Florida 
The  First  Bankers  of  Volusia  County,  N.A.,  New  Smyrna, 

Florida 

The  First  Bankers  of  Orange  County,  N.A.,  Winter 
Garden,  Florida 

The  First  Bankers  of  Indian  River  County,  Vero  Beach, 

Florida 

The  First  Bankers  of  Tampa  Bay,  National  Association, 

St.  Petersburg,  Florida 

The  First  Bankers,  N.A.,  Pompano  Beach,  Florida 
The  First  Bankers  of  Palm  Beach  County,  National 
Association,  Boca  Raton,  Florida 
The  First  Bankers  of  Florida,  National  Association,  Cape 
Canaveral,  Florida 

The  Bank  of  Pasco  County,  Dade  City,  Florida 

Merger . 146 

June  13,  1986: 

The  First  National  Bank  of  Shreveport,  Shreveport, 

Louisiana 

Bossier  Bank  and  Trust  Company,  Bossier  City,  Louisiana 

Purchase . 147 

June  19,  1986: 

First  National  Bank  of  Borger,  Borger,  Texas 
First  National  Bank  of  Borger,  Borger,  Texas 

Purchase . 148 

June  20,  1986: 

The  First  National  Bank  of  Boston,  Boston,  Massachusetts 
Bank  of  Boston-Western  Massachusetts,  National 
Association,  Springfield,  Massachusetts 
Merger  149 

June  27,  1986: 

Bank  of  New  England-Bay  State,  National  Association, 

Lawrence,  Massachusetts 

Bank  of  New  England-Bristol  County,  N  A  ,  Fall  River, 
Massachusetts 

Bank  of  New  England-North  Shore,  Gloucester,  Massachusetts 
Bank  of  New  England-Barnstable  County,  National 
Association,  Hyanms,  Massachusetts 
Bank  of  New  England-Worcester  County,  National 
Association.  Boston,  Massachusetts 
Bank  of  New  England-Hancock,  Quincy,  Massachusetts 
Merger  149 
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June  27,  1986: 

The  Chase  Manhattan  Bank  (National  Association),  New 
York,  New  York 

One  Branch  of  American  Savings  Bank,  FSB,  New  York, 


New  York 

Purchase . 1  49 

June  28,  1986: 

First  Florida  Bank,  National  Association,  Tampa,  Florida 
Rutland  Bank,  St.  Petersburg,  Florida 

Merger . 1  50 


June  30,  1986 

First  National  Bank  of  Warsaw.  Warsaw,  Indiana 
The  Etna  Bank,  Etna  Green,  Indiana 
Merger 

June  30,  1986: 

Northeast  State  Bank  of  Alabama,  Henagar,  Alabama 
FNS  Interim  Bank,  National  Association,  Scottsboro, 

Alabama 

Merger . 151 


‘Notice  of  these  mergers  was  received  after  the  deadline  for  Volume 
5,  Number  2, 
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PAN  AMERICAN  BANK,  NATIONAL  ASSOCIATION, 

Miami,  Florida,  and  National  Bank  of  Florida,  Miami,  Florida 


Names  of  banks  and  type  of  transaction  Total  assets 


National  Bank  of  Florida,  Miama,  Florida,  (14771),  with .  $  86,823,000 

and  Pan  American  Bank,  National  Association,  Miami,  Florida  (16442),  which  had  .  1,055,308,000 

merged  February  14,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  1,142,131,000 


COMPTROLLER’S  DECISION 

On  November  5,  1985,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authorization 
to  merge  Pan  American  Bank,  National  Association, 
Miami,  Florida  (Pan  American),  with  National  Bank  of 
Florida,  Miami,  Florida  (NBF).  This  application  was  based 
on  an  agreement  finalized  between  the  proponents  on 
October  23,  1985. 

As  of  June  30,  1985,  NBF,  an  independent  bank,  had  total 
deposits  of  $76  million  and  operated  4  offices.  On  the 
same  date,  Pan  American  had  total  deposits  of  $854  mil¬ 
lion  and  operated  34  offices.  Pan  American  is  wholly 
owned  and  controlled  by  Pan  American  Banks,  Inc.,  a 
multi-bank  holding  company. 

The  Office  has  reviewed  the  competitive  effects  of  this  pro¬ 
posal  by  using  the  Office’s  standard  procedures  for  de¬ 
termining  whether  a  merger  clearly  has  minimal  or  no 
adverse  competitive  effects.  The  Office  finds  that  the  pro¬ 
posal  satisfies  the  Office’s  criteria  for  a  merger  that  clearly 
has  no  or  minimal  adverse  competitive  effects. 

The  Bank  Merger  Act  requires  this  Office  to  consider  . 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions,  and  the 


NCNB  NATIONAL  BANK  OF  NORTH  CAROLINA, 
Charlotte,  North  Carolina,  and  One  Branch  of  First  Union 


convenience  and  needs  of  the  community  to  be  served.” 
We  find  the  financial  and  managerial  resources  of  NBF 
and  Pan  American  to  be  satisfactory.  The  future  prospects 
of  the  proponents,  individually  and  combined,  are  con¬ 
sidered  favorable  and  the  resulting  bank  is  expected  to 
meet  the  convenience  and  needs  of  the  community  to 
be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  will  not  sig¬ 
nificantly  lessen  competition  in  the  relevant  market.  Other 
factors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 

January  10,  1986 

The  Attorney  General’s  Report  was  not  available  at  press 
time. 


National  Bank,  Charlotte,  North  Carolina 

Total  assets 


Names  of  banks  and  type  of  transaction 


One  Branch  of  First  Union  National  Bank,  Charlotte,  North  Carolina  (15650),  with . 

was  purchased  March  10,  1986,  by  NCNB  National  Bank  of  North  Carolina,  Charlotte,  North  Carolina  (13761), 

which  had  . 

After  the  purchase  was  effected,  the  receiving  bank  had  . 


$  2,069,000 

1 1 ,440,438,000 
11,448,115,000 


COMPTROLLER’S  DECISION 

On  December  12,  1986,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior  authori¬ 
zation  to  purchase  the  assets  and  assume  the  liabilities 
of  the  Brevard  Main  Office  of  the  First  Union  National 
Bank,  Charlotte,  North  Carolina,  by  NCNB  National  Bank 
of  North  Carolina,  Charlotte,  North  Carolina  (NCNB).  This 
application  was  filed  pursuant  to  an  agreement  finalized 
between  the  proponents  on  October  21,  1985. 


As  of  September  30,  1985,  the  Brevard  Main  Office  held 
total  deposits  of  $7.7  million.  On  the  same  date,  NCNB 
had  total  deposits  of  $7.5  billion  in  229  offices  operated 
statewide.  NCNB  is  wholly  owned  and  operated  by 
NCNB  Corporation. 

The  relevant  geographic  market  for  the  proposed  trans¬ 
action  is  Transylvania  County.  Situated  in  the  southwestern 
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portion  of  the  state,  over  half  of  the  county  is  included 
in  the  Pisgah  National  Forest.  Brevard  is  the  only  popu¬ 
lation  center  in  the  county,  and  all  offices  of  financial 
institutions  except  one  are  located  in  Brevard. 

Competition  in  the  county  currently  consists  of  two  banks 
and  three  thrift  institutions.  While  the  market  leader  is  a 
local  thrift  (with  45  percent  of  market  deposits),  both 
banks  competing  in  the  market  are  offices  of  major  state¬ 
wide  organizations.  The  Brevard  Main  Office  holds  a  4.7 
percent  market  share.  Following  consummation,  NCNB 
would  rank  sixth  in  the  market.  Consummation  of  the  pro¬ 
posed  transaction  would  result  in  increased  competition 
in  the  relevant  geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions,  and  the 
convenience  and  needs  of  the  community  to  be  served." 
We  find  that  the  financial  and  managerial  resources  of 
NCNB  and  First  Union  National  Bank  are  satisfactory.  The 
future  prospects  of  the  proponents,  individually  and  com¬ 
bined,  are  considered  favorable  and  the  resulting  bank 


is  expected  to  meet  the  convenience  and  needs  of  the 
community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828  (c),  and  find  that  it  will  not 
significantly  lessen  competition  in  any  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

February  3,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


DOMINION  BANK  OF  NORTHERN  VIRGINIA,  NATIONAL  ASSOCIATION, 

Vienna,  Virginia,  and  Continental  Bank  and  Trust  Company,  Springfield,  Virginia 

Names  of  banks  and  type  of  transaction 

Total  assets 

Dominion  Bank  of  Northern  Virginia,  National  Association,  Vienna,  Virginia  (14904),  with 

$323,949,000 

28,216,000 

and  oontinemai  ban*  ano  irusi  company,  opiiriyiiuiu,  vnymia,  wui^u  ■■  . . 

merged  April  1,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

353,244,000 

INDUSTRIAL  NATIONAL  BANK  OF  EAST  CHICAGO, 

East  Chicago,  Indiana,  and  Mercantile  National  Bank  of  Indiana,  Hammond,  Indiana 

Names  of  banks  and  type  of  transaction 

Total  assets 

$357,097,000 

Industrial  National  banK  ot  tasi  onicago,  cast  omcdyu,  muiaria  yiu/uv/,  . . 

was  purchased  April  3,  1986,  by  Mercantile  National  Bank  of  Indiana,  Hammond,  Indiana  (14529),  which  had 

After  the  purchase  was  effected,  the  receiving  bank  had . 

6,300,000 

363,397,000 

COMPTROLLER’S  DECISION 

On  April  3,  1986,  application  was  made  to  the  Comptrol¬ 
ler  of  the  Currency  to  grant  prior  written  approval  for  Mer¬ 
cantile  National  Bank  of  Indiana  (Assuming  Bank),  to  pur¬ 
chase  certain  assets  and  assume  certain  liabilities  of  the 
industrial  National  Bank  of  East  Chicago,  East  Chicago, 
Indiana  (Industrial).  The  application  rests  upon  an  agree¬ 
ment  incorporated  herein  by  reference  the  same  as  if 
full  /  set  forth  negotiated  between  the  Assuming  Bank 
and  the  Federal  Deposit  Insurance  Corporation  (FDIC) 
as  receiver  of  Industrial  For  reasons  set  forth  below,  the 


application  is  hereby  approved  and  the  Assuming  Bank 
is  authorized  to  consummate  the  purchase  and  assump¬ 
tion  transaction  immediately. 

On  April  3,  1986,  due  to  the  financial  condition  of  Indus¬ 
trial,  the  Comptroller  of  the  Currency  closed  Industrial  and 
appointed  the  FDIC  as  receiver.  The  Comptroller  has  now 
been  asked  to  grant  his  written  approval  of  the  proposed 
agreement  negotiated  between  the  FDIC  and  Assuming 
Bank  by  which  the  latter  would  purchase  certain  assets 
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and  assume  certain  liabilities  including  all  deposit  liabili¬ 
ties,  of  Industrial. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the  Comp¬ 
troller  cannot  approve  a  purchase  and  assumption  trans¬ 
action  which  would  have  certain  proscribed  anticompe¬ 
titive  effects  unless  he  finds  these  anticompetitive  effects 
to  be  clearly  outweighed  in  the  public  interest  by  the  prob¬ 
able  effect  of  the  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  Additionally, 
the  Comptroller  is  directed  to  consider  the  financial  and 
managerial  resources  and  future  prospects  of  the  exist¬ 
ing  and  proposed  institutions,  and  the  convenience  and 
needs  of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the  failure 
of  a  bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  from 
the  consequences  of  the  transaction  ordinarily  solicited 
from  the  Department  of  Justice  and  other  banking  agen¬ 
cies.  He  is  authorized  in  such  circumstances  to  act  im¬ 
mediately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 


a  disruption  of  banking  services  to  the  community  As¬ 
suming  Bank  has  sufficient  financial  resources,  and  this 
acquisition  will  enable  it  to  enhance  the  banking  services 
offered  in  the  East  Chicago  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  Industrial,  as  set  forth  in 
the  agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  Industrial  requires  him  to  act  immedi¬ 
ately,  as  contemplated  by  the  Bank  Merger  Act,  to  pre¬ 
vent  disruption  of  banking  services  to  the  community;  and 
the  Comptroller  thus  waives  publication  of  notice,  dis¬ 
penses  with  solicitation  of  competitive  reports  from  other 
agencies,  and  authorizes  the  transaction  to  be  consum¬ 
mated  immediately. 

April  4,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


THE  CONNECTICUT  BANK  AND  TRUST  COMPANY,  NATIONAL  ASSOCIATION, 
Hartford,  Connecticut,  and  One  Branch  of  Bristol  Savings  Bank,  Bristol,  Connecticut 


Names  of  banks  and  type  of  transaction 


Total  assets 


One  Branch  of  Bristol  Savings  Bank,  Bristol,  Connecticut,  with .  $  285,000 

was  purchased  April  7,  1986,  by  The  Connecticut  Bank  and  Trust  Company,  National  Association,  Hartford, 

Connecticut  (4),  which  had .  6,703,924,000 

After  the  purchase  was  effected  the  receiving  bank  had .  6,712,313,000 


COMPTROLLER’S  DECISION 

On  November  27,  1985,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior  authori¬ 
zation  to  purchase  the  assets  and  assume  the  liabilities 
of  the  Burlington  Branch  of  Bristol  Savings  Bank,  Bristol, 
Connecticut  (Bristol),  by  The  Connecticut  Bank  and  Trust 
Company  (CBT).  This  application  was  based  on  an  agree¬ 
ment  finalized  between  the  proponents  on  October  10, 
1985. 

As  of  September  30,  1985,  CBT,  a  wholly  owned  subsid¬ 
iary  of  Bank  of  New  England  Corporation,  had  total 
deposits  of  $5.5  billion  and  operated  155  offices  through¬ 
out  Connecticut.  On  the  same  date,  the  Burlington  Branch 
of  Bristol  had  total  deposits  of  $8.4  million. 

The  Office  has  reviewed  the  competititve  effects  of  this 


proposal  by  using  the  Office's  standard  procedures  for 
determining  whether  a  purchase  of  assets  and  assump¬ 
tion  of  liabilities  clearly  has  minimal  or  no  adverse  com¬ 
petitive  effects.  The  Office  finds  that  the  proposal  satis¬ 
fies  the  Office’s  criteria  for  a  purchase  of  assets  and 
assumption  of  liabilities  that  clearly  has  no  or  minimal 
adverse  competitive  effects. 

The  Bank  Merger  Act  requires  this  Office  to  consider  "... 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions,  and  the 
convenience  and  needs  of  the  community  to  be  served" 
We  find  the  financial  and  managerial  resources  of  CBT 
to  be  satisfactory.  The  future  prospects  of  the  bank  are 
favorable,  as  are  the  effects  of  the  proposal  on  the  con¬ 
venience  and  needs  of  the  community  to  be  served 
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A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants' 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  will  not  sig¬ 
nificantly  lessen  competition  in  any  relevant  market.  Other 


factors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 

February  10,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


FIRST  NATIONAL  BANK  IN  GRAND  JUNCTION, 

Grand  Junction,  Colorado,  and  First  National  Bank-North  in  Grand  Junction,  Grand  Junction,  Colorado 

Names  of  banks  and  type  of  transaction 

Total  assets 

$107,442,000 

rirst  N3tl0n3l  b3nK  In  orSno  JUnciion,  oianu  jumgiium,  uuiuiauu  *»un . 

and  First  National  Bank-North  in  Grand  Junction,  Grand  Junction,  Colorado  (16054),  which  had 
merged  April  11,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

32,433,000 

129,555,000 

UNITED  MISSOURI  BANK  OF  ST.  LOUIS  COUNTY,  NATIONAL  ASSOCIATION, 

Clayton,  Missouri,  and  United  Missouri  Bank  of  Jefferson  County,  Arnold,  Missouri,  and  United  Missouri  Bank 
of  St.  Louis,  National  Association,  St.  Louis,  Missouri  


Names  of  banks  and  type  of  transaction 


Total  assets 


United  Missouri  Bank  of  St.  Louis  County,  National  Association,  Clayton,  Missouri,  (21028),  with . 

and  United  Missouri  Bank  of  Jefferson  County,  Arnold,  Missouri,  which  had  . . 

and  United  Missouri  Bank  of  St.  Louis,  National  Association,  St.  Louis,  Missouri  (16136),  which  had 

merged  April  15,  1986,  under  charter  21028  and  title  ‘‘United  Missouri  Bank  of  St.  Louis,  National  Association  The  merged 

bank  at  date  of  merger  had . . 


$210,489,000 

56,671 ,000 
96,857,000 

364,017,000 


SECURITY  FIRST  NATIONAL  BANK, 

Alexandria,  Louisiana,  and  The  First  National  Bank  of  Ruston,  Ruston,  Louisiana 

Names  of  banks  and  type  of  transaction 


The  First  National  Bank  of  Ruston,  Ruston,  Louisiana  (11795),  with . 

was  purchased  April  16,  1986,  by  Security  First  National  Bank,  Alexandria,  Louisiana  (14484),  which  had 
After  the  purchase  was  effected,  the  receiving  bank  had . 


Total  assets 


$  29,869,000 

135.966.650 

165.835.650 


COMPTROLLER'S  DECISION 

On  April  10,  1986,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval  for 
Security  First  National  Bank,  Alexandria,  Louisiana  (As¬ 
suming  Bank),  to  purchase  certain  assets  and  assume 
certain  liabilities  of  First  National  Bank  of  Ruston,  Ruston, 
Louisiana  (FNB)  The  application  rests  upon  an  agree¬ 
ment,  incorporated  herein  by  reference  the  same  as  if 
fully  set  forth,  negotiated  between  the  Assuming  Bank 
and  the  Federal  Deposit  Insurance  Corporation  (FDIC) 


as  receiver  of  FNB.  For  reasons  set  forth  below,  the  appli¬ 
cation  is  hereby  approved  and  the  Assuming  Bank  is 
authorized  to  consummate  the  purchase  and  assump¬ 
tion  transaction  immediately. 

On  April  10,  1986,  due  to  the  financial  condition  of  FNB, 
the  Comptroller  of  the  Currency  closed  FNB  and  appoint¬ 
ed  the  FDIC  as  receiver  on  the  same  date.  The  Comp¬ 
troller  has  now  been  asked  to  grant  his  written  approval 
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of  the  proposed  agreement  negotiated  between  the  FDIC 
and  Assuming  Bank  by  which  the  latter  would  purchase 
certain  assets  and  assume  certain  liabilities,  including  all 
deposit  liabilities  of  FNB. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the  Comp¬ 
troller  cannot  approve  a  purchase  and  assumption  trans¬ 
action  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  the  anticompetitive  effects  to 
be  clearly  outweighed  in  the  public  interest  by  the  prob¬ 
able  effect  of  the  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  Additionally, 
the  Comptroller  is  directed  to  consider  the  financial  and 
managerial  resources  and  future  prospects  of  the  exist¬ 
ing  and  proposed  institutions,  and  the  convenience  and 
needs  of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the  failure 
of  a  bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  from 
the  consequences  of  the  transaction  ordinarily  solicited 
from  the  Department  of  Justice  and  other  banking  agen¬ 
cies.  He  is  authorized  in  such  circumstances  to  act  im¬ 
mediately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  the  banking  services  to  the  community. 
Assuming  Bank  has  sufficient  financial  resources,  and  this 
acquisition  will  enable  it  to  enhance  the  banking  services 
offered  in  the  Ruston  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 


posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  FNB,  as  set  forth  in  the 
agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  FNB  requires  him  to  act  immediately, 
as  contemplated  by  the  Bank  Merger  Act,  to  prevent  dis¬ 
ruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice,  dispenses 
with  solicitation  of  competitive  reports  from  other  agen¬ 
cies,  and  authorizes  the  transaction  to  be  consummated 
immediately. 

By  accepting  approval  and  by  consummating  the  pur¬ 
chase  and  assumption  transaction,  Assuming  Bank 
agrees  to  be  bound  by  the  following  conditions: 

1.  An  initial  minimum  ratio  of  primary  capital  to  total 
assets  of  no  less  than  five  and  one-half  percent 
(5V2%).  The  amount  of  intangible  assets  which  may 
be  included  in  capital  for  purposes  of  this  assessment 
is  limited  to  not  more  than  twenty-five  percent  (25%) 
of  tangible  primary  capital. 

2.  Maintain  a  ratio  of  primary  capital  to  total  assets  that 
complies  with  12  CFR  Part  3;  Minimum  Capital  Ratios. 

These  conditions  shall  be  deemed  “conditions  imposed 
in  writing  by  the  agency  in  connection  with  the  granting 
of  any  application  or  other  request"  within  the  meaning 
of  12  U.S.C.  §  1818(b)(1). 

April  10,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


AMERICAN  NATIONAL  BANK  OF  FLORIDA, 

Jacksonville,  Florida,  and  Florida  Center  Bank,  Orlando,  Florida 


Names  of  banks  and  type  of  transaction 


Total  assets 


Florida  Center  Bank,  Orlando,  Florida,  with .  $  60,000,000 

was  purchased  April  18,  1986,  by  American  National  Bank  of  Florida,  Jacksonville,  Florida  (14464),  which  had  324,662,000 

After  the  purchase  was  effected,  the  receiving  bank  had . . . 384,662,000 


COMPTROLLER’S  DECISION 

On  April  18,  1986,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval  for 
American  National  Bank  of  Florida,  Jacksonville,  Florida 
(Assuming  Bank),  to  purchase  certain  assets  and  assume 
certain  liabilities  of  Florida  Center  Bank,  Orlando,  Florida, 
(Florida  Center  Bank).  The  application  rests  upon  an 
agreement,  incorporated  herein  by  reference  the  same 


as  if  fully  set  forth,  negotiated  between  the  Assuming 
Bank  and  the  Federal  Deposit  Insurance  Corporation 
(FDIC)  as  receiver  of  Florida  Center  Bank.  For  reasons 
set  forth  below,  the  application  is  hereby  approved  and 
the  Assuming  Bank  is  authorized  to  consummate  the  pur¬ 
chase  and  assumption  transaction  immediately. 
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At  the  close  of  business  on  April  1 1 ,  1986,  Florida  Center 
Bank  had  total  deposits  of  approximately  $60  million.  The 
bank  was  declared  insolvent  by  the  Florida  State  Bank¬ 
ing  Commissioner  on  April  18,  1986  and  was  placed  in 
the  hands  of  the  FDIC  as  receiver.  The  Comptroller  has 
now  been  asked  to  grant  his  written  approval  of  the  pro¬ 
posed  agreement  negotiated  between  the  FDIC  and  As¬ 
suming  Bank  by  which  the  latter  would  purchase  certain 
assets  and  assume  certain  liabilities  of  Florida  Center 
Bank. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the  Comp¬ 
troller  cannot  approve  a  purchase  and  assumption  trans¬ 
action  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  these  anticompetitive  effects 
to  be  clearly  outweighed  in  the  public  interest  by  the  prob¬ 
able  effect  of  the  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  Additionally, 
the  Comptroller  is  directed  to  consider  the  financial  and 
managerial  resources  and  future  prospects  of  the  exist¬ 
ing  and  proposed  institutions,  and  the  convenience  and 
needs  of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the  failure 
of  a  bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  from 
the  consequences  of  the  transaction  ordinarily  solicited 
from  the  Department  of  Justice  and  other  banking  agen¬ 
cies.  He  is  authorized  in  such  circumstances  to  act  im¬ 


mediately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  Orlando  commu¬ 
nity.  Assuming  Bank  has  sufficient  financial  resources, 
and  this  acquisition  will  enable  it  to  enhance  the  bank¬ 
ing  services  offered  in  the  Orlando  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  Florida  Center  Bank,  as 
set  forth  in  the  agreement,  is  approved.  The  Comptroller 
further  finds  that  the  failure  of  Florida  Center  Bank  re¬ 
quires  him  to  act  immediately,  as  contemplated  by  the 
Bank  Merger  Act,  to  prevent  disruption  of  banking  ser¬ 
vices  to  the  community;  and  the  Comptroller  thus  waives 
publication  of  notice,  dispenses  with  solicitation  of  com¬ 
petitive  reports  from  other  agencies,  and  authorizes  the 
transaction  to  be  consummated  immediately. 

April  18,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


CITIBANK,  NATIONAL  ASSOCIATION, 

New  York,  New  York,  and  Four  Branches  of  Republic  National  Bank  of  New  York,  New  York, 

New  York 

Names  of  banks  and  type  of  transaction 

Total  assets 

Four  Branches  of  Republic  National  Bank  of  New  York,  New  York,  New  York  (15569),  with 

were  purchased  April  18,  1986,  by  Citibank,  National  Association,  New  York,  New  York,  (1461),  which  had 

$  140,000,000 

120,054,000,000 

120,194,000,000 

COMPTROLLER’S  DECISION 

On  January  16,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  by  Citibank,  National 
Association,  New  York,  New  York  (Citibank)  for  prior 
authorization  to  purchase  the  assets  and  assume  the  lia¬ 
bilities  of  the  Bay  Shore,  Huntington,  North  Babylon  and 
Brentwood  offices  of  the  Republic  National  Bank  of  New 
York,  New  York,  New  York  (Republic).  This  application  was 
based  on  an  agreement  finalized  between  the  propo¬ 
nents  on  November  13,  1985. 

As  of  September  30,  1985,  Citibank,  a  wholly  owned  sub¬ 
sidiary  of  Citicorp,  held  total  deposits  of  $90  billion  and 
operated  268  offices  in  the  Metropolitan  New  York  market. 
As  of  December  31 ,  1984,  the  four  branches  of  Republic 
held  total  deposits  of  $140  million 


The  relevant  geographic  market  for  this  proposal  is  the 
area  of  Suffolk  County,  New  York  where  the  four  branches 
to  be  acquired  derive  the  bulk  of  their  deposits.  The 
Suffolk  County  banking  market  is  highly  competitive.  With¬ 
in  this  relevant  market,  twenty-five  commercial  banks  and 
thirty-seven  thrift  institutions  operate  453  offices  and  hold 
total  deposits  of  $13  billion.  Citibank  ranks  fifth  with  three 
percent  of  total  market  deposits  and  the  four  branches 
to  be  acquired  rank  thirteenth  with  one  percent  of  total 
market  deposits.  Consummation  of  the  proposed  pur¬ 
chase  and  assumption  would  increase  Citibank's  market 
share  to  only  3.6  percent,  with  market  rankings  unaf¬ 
fected.  Although  the  proposed  merger  would  eliminate 
some  direct  competition  and  increase  concentration  to 
some  extent,  it  would  not  have  a  significantly  adverse 
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effect  upon  competition  in  the  relevant  geographic 
market. 

The  Bank  Merger  Act  requires  this  Office  to  consider  . 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions,  and  the 
convenience  and  needs  of  the  community  to  be  served.” 
We  find  that  the  financial  and  managerial  resources  of 
Citibank  do  not  raise  concerns  that  would  cause  the  ap¬ 
plication  to  be  disapproved.  The  future  prospects  of  the 
combined  entity  are  considered  favorable,  as  are  the  ef¬ 
fects  of  the  proposal  on  the  convenience  and  needs  of 
the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 


records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  will  not  sig¬ 
nificantly  lessen  competition  in  the  relevant  market.  Other 
factors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 

March  11,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


THE  FIRST  NATIONAL  BANK  OF  BOSTON, 

Boston,  Massachusetts,  and  Bank  of  Boston-Bristol,  National  Association,  New  Bedford,  Massachusetts 


Names  of  banks  and  type  of  transaction  Total  assets 


The  First  National  Bank  of  Boston,  Boston,  Massachusetts  (200),  with .  $18,915,000,000 

and  Bank  of  Boston-Bristol,  National  Association,  New  Bedford,  Massachusetts  (17578),  which  had  .  327,000,000 

merged  April  18,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  19,209,000,000 


★  ★  * 

KEY  BANK  OF  SOUTHEASTERN  NEW  YORK  NATIONAL  ASSOCIATION, 

Chester,  New  York,  and  Three  Branches  of  Peoples  Westchester  Savings  Bank,  Tarrytown,  New  York 


Names  of  banks  and  type  of  transaction  Total  assets 


Three  Branches  of  Peoples  Westchester  Savings  Bank,  Tarrytown,  New  York,  with .  $  47,665,000 

were  purchased  April  19,  1986,  by  Key  Bank  of  Southeastern  New  York  National  Association,  Chester,  New  York  (1349), 

which  had .  493,230,000 

After  the  purchase  was  effected,  the  receiving  bank  had  .  546,895,000 


COMPTROLLER’S  DECISION 

On  December  12,  1985,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior  authori¬ 
zation  to  purchase  the  assets  and  assume  the  liabilities 
of  the  Baldwin  Place,  Mahopac,  and  Fishkill  offices  of  Peo¬ 
ples  Westchester  Savings  Bank,  Tarrytown,  New  York, 
(Peoples),  by  Key  Bank  of  Southeastern  New  York  Na¬ 
tional  Association,  Chester,  New  York  (Key  Bank).  This  ap¬ 
plication  was  based  on  an  agreement  finalized  between 
the  proponents  on  September  18,  1985. 

As  of  September  30,  1985,  Key  Bank,  a  wholly  owned 
subsidiary  of  KeyCorp,  Albany,  New  York,  had  total 
deposits  of  $449  million  and  operated  33  offices  located 
in  four  counties  in  Southeastern  New  York  State.  On  the 
same  date,  the  three  branches  to  be  acquired  held  total 
deposits  of  $48  million. 


The  Office  has  reviewed  the  competitive  effects  of  this  pro¬ 
posal  by  using  the  Office's  standard  procedures  for  de¬ 
termining  whether  a  purchase  of  assets  and  assumption 
of  liabilities  clearly  has  minimal  or  no  adverse  competi¬ 
tive  effects.  The  Office  finds  that  the  proposal  satisfies  the 
Office’s  criteria  for  a  purchase  of  assets  and  assumption 
of  liabilities  that  clearly  has  no  or  minimal  adverse  com¬ 
petitive  effects. 

The  Bank  Merger  Act  requires  this  Office  to  consider  ”... 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions,  and  the 
convenience  and  needs  of  the  communities  to  be  served.” 
We  find  the  financial  and  managerial  resources  of  Key 
Bank  and  Peoples  do  not  raise  concerns  that  would 
cause  the  application  to  disapproved.  The  future  pros- 
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pects  of  Key  Bank  are  considered  favorable,  as  are  the 
effects  of  the  proposal  on  the  convenience  and  needs 
of  the  communities  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 


SOCIETY  BANK  NATIONAL  ASSOCIATION, 
Springfield,  Ohio,  and  Society  Bank  of  Southern  Ohio, 


Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  will  not  sig¬ 
nificantly  lessen  competition  in  the  relevant  market.  Other 
factors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved. 

March  10,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 

★  * 


Hamilton,  Ohio 

Total  assets 


Names  of  banks  and  type  of  transaction 


Society  Bank  National  Association,  Springfield,  Ohio  (2932),  with . 

and  Society  Bank  of  Southern  Ohio,  Hamilton,  Ohio,  which  had . 

merged  April  20,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


$348,953,000 

125,996,000 

474,949,000 


THE  THIRD  NATIONAL  BANK  AND  TRUST  COMPANY  OF  DAYTON,  OHIO, 

Dayton,  Ohio,  and  Society  Bank  National  Association,  Springfield,  Ohio 

Names  of  banks  and  type  of  transaction 

Total  assets 

$1,061,147,000 

The  Third  National  Bank  and  I  rust  oompany  ot  uayton,  uniu,  udyiun,  umu  v,v'/»  W,UI . 

and  Society  Bank  National  Association,  Springfield,  Ohio  (2932),  which  had . . . 

merged  April  21,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  . 

479,566,000 

1,540,712,000 

FIRST  NATIONAL  BANK  OF  IRVING, 

Irving,  Texas,  and  City  National  Bank  of  Irving,  Irving,  Texas 


Names  of  banks  and  type  of  transaction 

Total  assets 

r-  . .  .  $38,462,000 

rirsi  INailUMdl  Deni*  Ul  "vmy,  icaqo  ...ill . •  ,  .  /oiooo\ 

was  purchased  April  24,  1986,  by  City  National  Bank  of  Irving,  a  newly  chartered  bank,  Irving,  Texas  (21233), 

NA 

After  the  purchase  was  effected,  the  receiving  bank  had . 

NA 

COMPTROLLER’S  DECISION 

On  April  24,  1986,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval  for 
City  National  Bank  of  Irving,  Irving,  Texas,  (Assuming 
Bank)  to  purchase  certain  assets  and  assume  certain  lia¬ 
bilities  of  First  National  Bank  of  Irving,  Irving,  Texas  (First). 
The  application  rests  upon  an  agreement,  incorporated 
herein  by  reference  the  same  as  if  fully  set  forth,  negoti¬ 
ated  between  Assuming  Bank  and  the  Federal  Deposit 
Insurance  Corporation  (FDIC)  as  receiver  of  First.  For 


reasons  set  forth  below,  the  application  is  hereby  ap¬ 
proved  and  Assuming  Bank  is  authorized  to  consummate 
the  purchase  and  assumption  transaction  immediately. 

First  was  chartered  as  a  national  bank  on  May  31,  1962, 
and  at  the  close  of  business  on  March  31, 1986,  had  total 
assets  of  approximately  $35  million.  The  bank  was 
declared  insolvent  by  the  Comptroller  of  the  Currency  on 
April  24,  1986,  and  was  placed  in  the  hands  of  the  FDIC 
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as  receiver.  The  Comptroller  of  the  Currency  has  now 
been  requested  to  grant  his  written  approval  of  the  pro¬ 
posed  agreement  negotiated  between  the  FDIC  and  As¬ 
suming  Bank  by  which  the  latter  would  purchase  certain 
assets  and  assume  certain  liabilities  of  First. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the  Comp¬ 
troller  cannot  approve  a  purchase  and  assumption  trans¬ 
action  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  the  anticompetitive  effects  to 
be  clearly  outweighed  in  the  public  interest  by  the  prob¬ 
able  effect  of  the  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  Additionally, 
the  Comptroller  is  directed  to  consider  the  financial  and 
managerial  resources  and  future  prospects  of  the  exist¬ 
ing  and  proposed  institutions,  and  the  convenience  and 
needs  of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the  failure 
of  a  bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  of 
the  transaction  ordinarily  solicited  from  the  Department 
of  Justice  and  other  banking  agencies.  He  is  authorized 
in  such  circumstances  to  act  immediately  in  his  sole  dis¬ 
cretion  to  approve  such  a  transaction  and  to  authorize 
its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  Irving  community. 
Assuming  Bank  has  sufficient  financial  resources,  and  this 
acquisition  will  enable  it  to  enhance  the  banking  services 
offered  in  the  Irving  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 


posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank's  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  First,  as  set  forth  in  the 
agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  First  requires  him  to  act  immediately, 
as  contemplated  by  the  Bank  Merger  Act,  to  prevent  dis¬ 
ruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice  and  dis¬ 
penses  with  solicitation  of  competitive  reports  from  other 
agencies,  and  authorizes  the  transaction  to  be  consum¬ 
mated  immediately. 

By  accepting  approval  and  by  consummating  the  pur¬ 
chase  and  assumption  transaction,  Assuming  Bank 
agrees  to  be  bound  by  the  following  conditions: 

1.  An  initial  minimum  ratio  of  primary  capital  to  total 
assets  of  no  less  than  five  and  one-half  percent 
(5V2%).  The  amount  of  intangible  assets  which  may 
be  included  in  capital  for  purposes  of  this  assessment 
is  limited  to  not  more  than  twenty-five  percent  (25%) 
of  tangible  primary  capital. 

2.  Maintain  a  ratio  of  primary  capital  to  total  assets  that 
complies  with  12  CFR  Part  3;  Minimum  Capital  Ratios. 

These  conditions  shall  be  deemed  “conditions  imposed 
in  writing  by  the  agency  in  connection  with  the  granting 
of  any  application  or  other  request”  within  the  meaning 
of  12  U.S.C.  §  1818(b)(1). 

April  24,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


FIRST  NATIONAL  BANK  AND  TRUST  COMPANY  OF  NAPLES, 

Naples,  Florida,  and  The  First  Bank  of  Marco  Island,  National  Association,  Marco  Island,  Florida 


Names  of  banks  and  type  of  transaction  Total  assets 


The  First  National  of  Marco  Island,  National  Association,  Marco  Island,  Florida  (17281),  with  $  36,503,000 

and  First  National  Bank  and  Trust  Company  of  Naples,  Naples,  Florida  (14770),  which  had  315,395,000 

merged  April  28,  1986,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  315,395,000 


★  ★ 


* 
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GULF  COAST  NATIONAL  BANK, 

Sarasota,  Florida,  and  South  County  Bank,  South  Venice,  Florida 

Names  of  banks  and  type  of  transaction 

Total  assets 

Gulf  Coast  National  Bank,  Sarasota,  Florida  (15107),  with . 

and  South  County  Bank,  South  Venice,  Florida,  which  had . 

merged  April  28,  1986.  under  charter  of  the  former  and  title  of  ‘‘National  Bank  of  Sarasota."  The  merged  bank  at  date 

$310,811,000 

83,215,000 

401,150,000 

THE  CITIZENS  NATIONAL  BANK  OF  MERIDIAN, 

Meridian,  Mississippi,  and  Two  Branches  of  Deposit  Guaranty  National  Bank,  Jackson,  Mississippi 


Names  of  banks  and  type  of  transaction 


Total  assets 


Two  Branches  of  Deposit  Guaranty  National  Bank,  Jackson,  Mississippi  (15548),  with 

were  purchased  April  30,  1986,  by  The  Citizens  National  Bank  of  Meridian,  Meridian,  Mississippi  (7266), 

which  had . 

After  the  purchase  was  effected,  the  receiving  bank  had . 


$  32,449,000 

189,095,000 

221,554,000 


COMPTROLLER’S  DECISION 

On  February  7,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  by  The  Citizens  Na¬ 
tional  Bank  of  Meridian,  Meridian,  Mississippi  (Citizens), 
for  prior  authorization  to  purchase  the  assets  and  assume 
the  liabilities  of  two  branches  of  Deposit  Guaranty  Na¬ 
tional  Bank,  Jackson,  Mississippi  (Deposit  Guaranty).  This 
application  was  filed  pursuant  to  an  agreement  finalized 
between  the  proponents  on  December  6,  1985. 

As  of  September  30,  1985,  Citizens,  an  independent 
bank,  held  total  deposits  of  $167  million.  On  the  same 
date,  the  Kusciusko  branch  of  Deposit  Guaranty  and  its 
drive-up  facility  held  total  deposits  of  $32  million. 

The  Office  has  reviewed  the  competitive  effects  of  this  pro¬ 
posal  by  using  the  Office's  standard  procedures  for  de¬ 
termining  whether  a  purchase  of  assets  and  assumption 
of  liabilities  clearly  has  minimal  or  no  adverse  competi¬ 
tive  effects.  The  Office  finds  that  the  proposal  satisfies  the 
Office's  criteria  for  a  purchase  of  assets  and  assumption 
of  liabilities  that  clearly  has  no  or  minimal  adverse  com¬ 
petitive  effects. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions,  and  the 
convenience  and  needs  of  the  community  to  be  served." 


We  find  the  financial  and  managerial  resources  of  both 
banks  do  not  raise  concerns  that  would  cause  the  appli¬ 
cation  to  be  disapproved.  The  future  prospects  of  the 
combined  entity  are  considered  good  and  the  resulting 
bank  is  expected  to  meet  the  convenience  and  needs 
of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

March  28,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 
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PEOPLES  BANK  OF  PORT  HURON, 

Port  Huron,  Michigan,  and  NBD  Port  Huron  Bank,  National  Association,  Port  Huron,  Michigan 


Names  of  banks  and  type  of  transaction 


Total  assets 


Peoples  Bank  of  Port  Huron,  Port  Huron,  Michigan,  with .  $241,818,000 

and  NBD  Port  Huron  Bank,  National  Association,  Port  Huron,  Michigan  (16612),  which  had  24,460,000 

merged  April  30,  1986,  under  charter  of  the  latter  and  title  of  “Peoples  Bank  of  Port  Huron,  National  Association".  The 

merged  bank  at  date  of  merger  had .  270,709,000 


COMPTROLLER’S  DECISION 

On  October  30,  1985,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency,  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  for  prior  authorization  to 
merge  Peoples  Bank  of  Port  Huron,  Port  Huron,  Michigan 
(Peoples),  into  NBD  Port  Huron  Bank,  National  Associa¬ 
tion,  Port  Huron,  Michigan  (NBD).  The  application  is 
based  on  an  agreement  finalized  between  Peoples  and 
NBD  on  August  21,  1985. 

NBD,  a  subsidiary  of  NBD  Bancorp,  had  total  assets  of 
$23  million  and  total  deposits  of  $21  million  as  of  Sep¬ 
tember  30,  1985,  and  operated  its  main  office  and  one 
branch  in  St.  Clair  County.  Another  subsidiary  bank  of 
NBD  Bancorp  operates  a  small  branch  in  the  western 
portion  of  St.  Clair  County. 

Peoples  had  total  assets  of  $241  million  and  total  deposits 
of  $221  million  as  of  September  30,  1985,  and  operated 
its  main  office  and  ten  branches  in  St.  Clair  County. 

The  primary  market  for  competitive  analysis  of  this  pro¬ 
posal  consists  of  the  eastern  portion  of  St.  Clair  County, 
Michigan,  the  area  surrounding  the  offices  of  Peoples. 
It  is  from  this  area  that  Peoples  derives  the  bulk  of  its  busi¬ 
ness,  although  business  is  derived  from  throughout  St. 
Clair  County  and  portions  of  Sanilac  and  Macomb  Coun¬ 
ties.  The  applicants  assert  that  St.  Clair  County  should 
be  considered  the  relevant  geographic  market.  The  Office 
believes,  however,  that  it  is  more  appropriate  to  look  first 
to  the  primary  service  area  to  gauge  a  transaction's 
impact  on  competition. 

Thrifts  in  the  market  have  established  themselves  as  full 
competitors  with  commercial  banks.  Thrifts  operating  in 
the  market  offer  a  full  range  of  deposit  services  includ¬ 
ing  NOW,  Super  NOW  and  business  checking  accounts. 
Also,  these  institutions  offer  market  residents  and  busi¬ 
nesses  a  variety  of  loan  products.  In  addition,  an  analy¬ 
sis  of  the  applicants’  balance  sheets  indicates  that  they 
are  not  commercially  oriented  and  concentrate  their  ser¬ 
vices  in  much  the  same  products  as  thrifts.  For  these 
reasons  this  Office  considers  thrift  institutions  to  be  full 
competitors  of  commercial  banks  in  the  market. 

Within  the  eastern  portion  of  St.  Clair  County  Peoples  and 
NBD  are  direct  competitors.  Competition  is  provided  by 


several  other  commercial  banks  and  two  savings  and  loan 
associations.  Peoples  is  the  second  largest  organization 
in  the  market  and  will  remain  so  should  the  transaction 
be  consummated. 

Although  some  direct  competition  will  be  eliminated  upon 
consummation  of  the  proposal,  several  factors  mitigate 
any  possible  adverse  competitive  effects  resulting  from 
the  concomitant  increase  in  market  concentration.  Most 
importantly  is  that  we  believe  the  market  to  be  competi¬ 
tive  and  expect  it  to  remain  so  following  the  merger.  Also, 
while  much  of  the  market  outside  of  the  cities  of  Port 
Huron  and  St.  Clair  is  rural  in  nature  and  sparsely  popu¬ 
lated,  the  area  is  connected  to  the  Port  Huron  area  by 
many  well  traveled  roads,  including  Interstates  69  and  94. 
The  depository  institutions  in  the  areas  bordering  the 
market,  because  of  their  proximity  to  interstate  highways 
and  the  absence  of  any  intervening  population  centers, 
could  very  well  be  viewed  by  market  residents  as  viable 
banking  alternatives  should  any  attempt  be  made  by  the 
resulting  bank  to  exercise  market  power. 

Another  mitigating  factor  is  that  seven  of  Michigan’s 
largest  commercial  banking  organizations  have  no  pres¬ 
ence  in  St.  Clair  County  and  Michigan's  four  largest  sav¬ 
ings  associations  presently  have  no  offices  there.  These 
eleven  organizations  are  but  a  small  portion  of  the  organi¬ 
zations  eligible  to  serve  the  market  and  all  have  the 
resources  needed  to  enter  the  market.  St.  Clair  County's 
proximity  to  the  cities  of  Flint  and  Detroit  via  interstate 
highway  makes  it  a  natural  area  of  expansion  for  the  large 
organizations  with  offices  in  those  cities.  Also,  regional 
interstate  banking  is  fast  becoming  a  reality  in  Michigan. 
Already,  Ohio,  Indiana  and  Michigan  have  enacted 
regional  reciprocal  interstate  banking  legislation,  thus 
further  increasing  the  number  of  potential  entrants.  In  view 
of  the  large  number  of  banks  in  close  proximity  to  the 
market  and  the  numerous  large  institutions  capable  of 
entering  the  market,  the  likelihood  of  the  resulting  bank 
exercising  any  undue  market  power  must  be  considered 
minimal. 

The  combined  institution  will  continue  to  rank  second  in 
the  market.  A  substantial  number  of  other  financial  insti¬ 
tutions  will  continue  to  compete  in  the  market.  In  addi¬ 
tion  to  the  competitors  remaining  in  the  market,  the 
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potential  for  entry  by  so  many  large  competitors  gives 
further  assurance  that  this  proposal  will  not  significantly 
lessen  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions,  and  the 
convenience  and  needs  of  the  community  to  be  served.” 
We  find  the  financial  and  managerial  resources  of  both 
banks  do  not  raise  concerns  that  would  cause  the  appli¬ 
cation  to  be  disapproved.  The  future  prospects  of  the 
combined  entity  are  considered  good  and  the  resulting 
bank  is  expected  to  meet  the  convenience  and  needs 
of  the  communities  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants' 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 


We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  will  not  sig¬ 
nificantly  lessen  competition  in  the  relevant  market.  Other 
factors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved,  subject 
to  the  conditions  noted  in  a  separate  communication  to 
NBD. 

March  21,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

While  we  have  concluded  that  the  proposed  merger  may 
be  substantially  adverse  to  competition  and  have  so  in¬ 
formed  the  parties  in  order  to  explore  a  resolution  by 
divestiture  (as  originally  proposed  by  the  parties),  your 
decision  of  March  21,  1986  approving  the  merger  has 
intervened.  Therefore,  a  full  competitive  factors  report 
from  the  Antitrust  Division  to  you  to  assist  in  your  deci¬ 
sional  process  has  become  unnecessary. 


SECOND  NATIONAL  BANK  OF  SAGINAW, 

Saginaw,  Michigan,  and  One  Branch  of  Michigan  National  Bank-Valley,  Midland,  Michigan 

Names  of  banks  and  type  of  transaction 

Total  assets 

r\4  K^irkinon  Motinnal  Rank-V/allox/  MiHlanH  Mirhinan  f  154031  with  . 

$  7,182,000 

was  purchased  April  30,  1986,  by  Second  National  Bank  of  Saginaw,  Saginaw,  Michigan  (1918),  which  had 

After  the  purchase  was  effected,  the  receiving  bank  had  . 

586,569,000 

593,378,000 

COMPTROLLER’S  DECISION 

On  February  7,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency,  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  for  prior  authorization  for 
Second  National  Bank  of  Saginaw,  Saginaw,  Michigan 
(SNB),  to  purchase  the  assets  and  assume  the  liabilities 
of  the  Frankenmuth  Office  of  the  Michigan  National  Bank- 
Valley,  Midland,  Michigan  (MNB-Valley).  The  application 
is  based  on  an  agreement  finalized  between  SNB  and 
MNB-Valley  on  November  12,  1985. 

SNB,  a  wholly  owned  subsidiary  of  Second  National 
Corporation,  had  total  assets  of  $587  million  and  total 
deposits  of  $506  million  as  of  August  31,  1985,  and 
operates  twenty  offices  and  three  customer-bank  com¬ 
munication  terminals. 

The  Frankenmuth  Office  of  MNB-Valley  had  total  deposits 
of  approximately  $7  million  as  of  August  31,  1985. 

The  Office  has  reviewed  the  competitive  effects  of  this  pro¬ 
posal  by  using  the  Office's  standard  procedures  for  de¬ 
termining  whether  a  purchase  of  assets  and  assumption 


of  liabilities  clearly  has  minimal  or  no  adverse  competi¬ 
tive  effects.  The  Office  finds  that  the  proposal  satisfies  the 
Office’s  criteria  for  a  purchase  of  assets  that  has  minimal 
or  no  adverse  competitive  effects. 

The  Bank  Merger  Act  requires  this  Office  to  consider  ”... 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions,  and  the 
convenience  and  needs  of  the  community  to  be  served.” 
We  find  that  the  financial  and  managerial  resources  of 
both  banks  do  not  raise  concerns  that  would  cause  the 
application  to  be  disapproved.  The  future  prospects  of 
the  combined  entity  are  considered  good  and  the  result¬ 
ing  bank  is  expected  to  meet  the  convenience  and  needs 
of  the  communities  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 
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We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

March  24,  1986 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


AMERICAN  NATIONAL  BANK  OF  BEDFORD, 

Bedford,  Iowa,  and  The  Bedford  National  Bank,  Bedford,  Iowa 


Names  of  banks  and  type  of  transaction 

Total  assets 

.  ..  n _ l.  1  auio  /0 VA/ith  NA 

American  rMaiiondi  Ddim  ui  dcuiuiu,  v*-' . . 

$19,323,000 

3no  The  Bedford  National  BanK,  Deoioru,  lowa,  winuii  nau 

merged  Mav  1.  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

NA 

THE  FIRST  NATIONAL  BANK  AT  MANISTIQUE, 

Manistique,  Michigan,  and  Manistique  Lakes  Bank,  Curtis,  Michigan 

Names  of  banks  and  type  of  transaction 

Total  assets 

The  First  National  Bank  at  Manistique,  Manistique,  Michigan  (14280),  with 

$37,322,000 

12,277,000 

and  Manistique  Lakes  Bank,  curtis,  Micmgan,  wnicn  iiau  . 

meraed  Mav  1  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

49,583,000 

*  *  * 


MARQUETTE  BANK  MINNEAPOLIS,  NATIONAL  ASSOCIATION, 

Minneapolis,  Minnesota,  and  Fidelity  Bank  Northeast,  Minneapolis,  Minnesota 


■  Till  II  ■  * . —  »  * 

Names  of  banks  and  type  of  transaction 

Total  assets 

Marquette  Bank  Minneapolis,  National  Association,  Minneapolis,  Minnesota  (11861),  with . 

and  Fidelity  Bank  Northeast,  Minneapolis,  Minnesota,  which  had  . .  , 

merned  Mav  1  1986  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

$1,298,204,000 

163,202,000 

1,450,825,000 

★  *  * 
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FIRST  EASTERN  BANK,  NATIONAL  ASSOCIATION, 

Wilkes-Barre,  Pennsylvania,  and  The  Hawley  Bank,  Hawley,  Pennsylvania 


Names  of  banks  and  type  of  transaction  Total  assets 


The  Hawley  Bank,  Hawley,  Pennsylvania,  with .  $  33,309,000 

and  First  Eastern  Bank,  National  Association,  Wilkes-Barre,  Pennsylvania  (30),  which  had  1,202,735,000 

merged  May  3,  1986,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  1,234,456,000 


COMPTROLLER’S  DECISION 

On  October  2,  1985,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authorization 
to  merge  The  Hawley  Bank,  Hawley,  Pennsylvania 
(Hawley),  into  First  Eastern  Bank,  National  Association, 
Wilkes-Barre,  Pennsylvania  (Eastern).  This  application  is 
based  on  an  agreement  finalized  between  the  propo¬ 
nents  on  July  10,  1985. 

As  of  June  30,  1985,  Eastern,  a  wholly  owned  subsidiary 
of  First  Eastern  Corporation,  held  total  deposits  of  $1  bil¬ 
lion  and  operated  36  offices.  As  of  the  same  date,  Hawley, 
a  unit  bank,  held  total  deposits  of  $31  million. 

The  Office  has  reviewed  the  competitive  effects  of  this  pro¬ 
posal  by  using  the  Office’s  standard  procedures  for  de¬ 
termining  whether  a  merger  clearly  has  minimal  or  no 
adverse  competitive  effects.  The  Office  finds  that  the  pro¬ 
posal  satisfies  the  Office's  criteria  for  a  merger  that  clearly 
has  no  or  minimal  adverse  competitive  effects. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions  and  the 
convenience  and  needs  of  the  communities  to  be  served.” 
Eastern  has  the  managerial  and  financial  resources  to 


THE  SECOND  NATIONAL  BANK  OF  RICHMOND, 


Richmond,  Indiana,  and  Citizens  Banking  Company,  Lynn,  Indiana 


Names  of  banks  and  type  of  transaction 

Total  assets 

$  23,650,000 

and  The  Second  National  Bank  of  Richmond,  Richmond,  Indiana  (1988),  which  had 

merged  May  5,  1986,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 

281,743,000 

303,908,000 

absorb  the  subject  bank  without  adversely  affecting  its 
overall  condition.  The  future  prospects  of  the  bank  are 
favorable,  as  are  the  effects  of  the  proposal  on  the  con¬ 
venience  and  needs  of  the  general  public  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants' 
records  of  helping  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

April  1,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


COMPTROLLER’S  DECISION 

On  August  15,  1985,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency,  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  for  prior  authorization  to 
merge  Citizens  Banking  Company,  Lynn,  Indiana 
(Citizens)  into  The  Second  National  Bank  of  Richmond, 
Richmond,  Indiana  (Second).  The  application  is  based 
on  an  agreement  finalized  between  Citizens  and  Second 
on  May  20,  1985 


Second,  a  wholly  owned  subsidiary  of  Second  National 
Corporation,  had  total  assets  of  $282  million  and  total 
deposits  of  $231  million  as  of  March  31,  1985.  Second 
operates  twelve  offices  in  five  communities  in  Wayne 
County. 

Citizens  had  total  assets  of  $24  million  and  total  deposits 
of  $22  million  as  of  March  31,  1985,  and  operates  only 
its  mam  office  located  in  Randolph  County. 
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Citizens’  relevant  geographic  market  consists  ot  the 
Southeastern  portion  of  Randolph  County  from  which  it 
derives  98  percent  of  its  dollar  volume  of  deposits. 
Citizens  is  the  smallest  of  four  banking  institutions  in  the 
market  with  approximately  19  percent  of  the  market’s 
deposits.  Second  does  not  operate  any  offices  in  Ran¬ 
dolph  County  and  its  nearest  office  is  located  in  Greens 
Fork,  10  miles  southwest  of  Citizens’  only  office  in  Lynn. 
Second  draws  less  than  1  percent  of  its  dollar  volume 
of  deposits  from  the  relevant  geographic  market.  Con¬ 
summation  of  this  proposal  will  merely  replace  one  com¬ 
petitor  with  another  and  will  not  have  a  significant  adverse 
effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider  ”... 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions  and  the 
convenience  and  needs  of  the  community  to  be  served." 
The  financial  and  managerial  resources  of  both  banks 
are  satisfactory  and  future  prospects  of  the  combined 
entity  are  good.  Citizens  will  be  provided  with  expanded 
resources  which  will  enable  it  to  provide  a  wider  range 
of  banking  services  to  the  Lynn  community.  Second  will 


be  in  a  position  to  provide  more  effective  competition  to 
the  southeastern  portion  of  Randolph  County. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

January  24,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


THE  FIRST  NATIONAL  BANK  AND  TRUST  COMPANY  OF  TULSA, 

Tulsa,  Oklahoma,  and  Bank  of  Commerce  and  Trust  Company,  Tulsa,  Oklahoma 


Names  of  banks  and  type  of  transaction 


Bank  of  Commerce  and  Trust  Company,  Tulsa,  Oklahoma,  with . •  •  •  ■  •  •  ■  ■  •  •  ■  •  • 

was  purchased  May  8,  1986,  by  The  First  National  Bank  and  Trust  Company  of  Tulsa,  Tulsa,  Oklahoma  (5171), 

which  had . •••••••••. . 

After  the  purchase  was  effected,  the  purchasing  institution  had 


$  171,000,000 

1,214,000,000 

1,380,000,000 


COMPTROLLER’S  DECISION 

On  May  8,  1986,  application  was  made  to  the  Comptrol¬ 
ler  of  the  Currency  to  grant  prior  written  approval  for  First 
National  Bank  and  Trust  Company  of  Tulsa,  Tulsa,  Okla¬ 
homa  (Assuming  Bank),  to  purchase  certain  assets  and 
assume  certain  liabilities  of  Bank  of  Commerce  and  Trust 
Company,  Tulsa,  Oklahoma  (BCTC).  The  application  rests 
upon  an  agreement,  incorporated  herein  by  reference  the 
same  as  if  fully  set  forth,  negotiated  between  the  Assum¬ 
ing  Bank  and  the  Federal  Deposit  Insurance  Corpora¬ 
tion  (FDIC)  as  receiver  of  BCTC.  For  reasons  set  forth 
below,  the  application  is  hereby  approved  and  the  As¬ 
suming  Bank  is  authorized  to  consummate  the  purchase 
and  assumption  transaction  immediately. 

On  May  8,  1986,  due  to  the  financial  condition  of  BCTC, 
the  Oklahoma  Bank  Commissioner  closed  BCTC  and  ap¬ 
pointed  the  FDIC  as  receiver  on  the  same  date.  The 
Comptroller  has  now  been  asked  to  grant  his  written  ap¬ 
proval  of  the  proposed  agreement  negotiated  between 


the  FDIC  and  Assuming  Bank  by  which  the  latter  would 
purchase  certain  assets  and  assume  certain  liabilities, 
including  all  deposit  liabilities  of  BCTC. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the  Comp¬ 
troller  cannot  approve  a  purchase  and  assumption  trans¬ 
action  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  these  anticompetitive  effects 
to  be  clearly  outweighed  in  the  public  interest  by  the  prob¬ 
able  effect  of  the  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  Additionally, 
the  Comptroller  is  directed  to  consider  the  financial  and 
managerial  resources  and  future  prospects  of  the  exist¬ 
ing  and  proposed  institutions,  and  the  convenience  and 
needs  of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the  failure 
of  a  bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  from 
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the  consequences  of  the  transaction  ordinarily  solicited 
from  the  Department  of  Justice  and  other  banking  agen¬ 
cies.  He  is  authorized  in  such  circumstances  to  act 
immediately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  community.  As¬ 
suming  Bank  has  sufficient  financial  resources,  and  this 
acquisition  will  enable  it  to  enhance  the  banking  services 
offered  in  the  Tulsa  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  BCTC,  as  set  forth  in  the 
agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  BCTC  requires  him  to  act  immediately, 
as  contemplated  by  the  Bank  Merger  Act,  to  prevent  dis¬ 
ruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice  and  dis¬ 
penses  with  solicitation  of  competitive  reports  from  other 


agencies,  and  authorizes  the  transaction  to  be  consum¬ 
mated  immediately. 

By  accepting  approval  and  by  consummating  the  pur¬ 
chase  and  assumption  transaction,  Assuming  Bank 
agrees  to  be  bound  by  the  following  conditions: 

1.  An  initial  minimum  ratio  of  primary  capital  to  total 
assets  of  no  less  than  five  and  one-half  percent 
(5V2%).  The  amount  of  intangible  assets  which  may 
be  included  in  capital  for  purposes  of  this  assessment 
is  limited  to  not  more  than  twenty-five  percent  (25%) 
of  tangible  primary  capital. 

2.  Maintain  a  ratio  of  primary  capital  to  total  assets  that 
complies  with  12  CFR  Part  3;  Minimum  Capital  Ratios. 

These  conditions  shall  be  deemed  "conditions  imposed 
in  writing  by  the  agency  in  connection  with  the  granting 
of  any  application  or  other  request"  within  the  meaning 
of  12  U.S.C.  §  1818(b)(1). 

May  8,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


BAYSHORE  NATIONAL  BANK  OF  LA  PORTE, 

La  Porte,  Texas,  and  Bayport  National  Bank,  La  Porte,  Texas 


Names  of  banks  and  type  of  transaction 


Total  assets 


Bayport  National  Bank,  La  Porte,  Texas  (16845),  with  .  $  19,030,000 

and  Bayport  National  Bank  of  La  Porte,  La  Porte,  Texas  (15468),  which  had .  86,806,000 

merged  May  9,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  105,836,000 


THE  FIRST  NATIONAL  BANK  OF  GLENWOOD  SPRINGS, 

Glenwood  Springs,  Colorado,  and  First  National  Bank  in  Battlement  Mesa,  Parachute,  Colorado 


Names  of  banks  and  type  of  transaction  Total  assets 


First  National  Bank  in  Battlement  Mesa,  Parachute,  Colorado  (17203),  with  .  $  3,632,000 

and  The  First  National  Bank  of  Glenwood  Springs,  Glenwood  Springs,  Colorado  (3661),  which  had  114,683,000 

merged  May  9,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  118,315,000 


*  *  * 
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THE  IDAHO  FIRST  NATIONAL  BANK, 

Boise,  Idaho,  and  First  Bank  &  Trust  of  Idaho,  Malad  City,  Idaho 

Names  of  banks  and  type  of  transaction 

Total  assets 

First  Bank  &  Trust  of  Idaho,  Malad  City,  Idaho,  with 

was  purchased  May  9,  1986,  by  The  Idaho  First  National  Bank,  Boise,  Idaho  (1668),  which  had 

After  the  purchase  was  effected,  the  purchasing  institution  had 

$  55,867,000 

2,844,555,000 
NA 

COMPTROLLER’S  DECISION 

On  May  9,  1986,  application  was  made  to  the  Comptrol¬ 
ler  of  the  Currency  to  grant  prior  written  approval  for  The 
Idaho  First  National  Bank,  Boise,  Idaho  (Assuming  Bank), 
to  purchase  certain  assets  and  assume  certain  liabilities 
of  First  Bank  &  Trust  of  Idaho,  Malad  City,  Idaho  (FBT). 
The  application  rests  upon  an  agreement,  incorporated 
herein  by  reference  the  same  as  if  fully  set  forth,  negotiat¬ 
ed  between  the  Assuming  Bank  and  the  Federal  Deposit 
Insurance  Corporation  (FDIC)  as  receiver  of  FBT.  For  rea¬ 
sons  set  forth  below,  the  application  is  hereby  approved 
and  the  Assuming  Bank  is  authorized  to  consummate  the 
purchase  and  assumption  transaction  immediately. 

On  May  9,  1986,  due  to  the  financial  condition  of  FBT, 
the  Idaho  Director  of  Finance  closed  FBT  and  appoint¬ 
ed  the  FDIC  as  receiver  on  the  same  date.  The  Comp¬ 
troller  has  now  been  asked  to  grant  his  written  approval 
of  the  proposed  agreement  negotiated  between  the  FDIC 
and  Assuming  Bank  by  which  the  latter  would  purchase 
certain  assets  and  assume  certain  liabilities,  including  all 
deposit  liabilities  of  FBT. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the  Comp¬ 
troller  cannot  approve  a  purchase  and  assumption  trans¬ 
action  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  these  anticompetitive  effects 
to  be  clearly  outweighed  in  the  public  interest  by  the  prob¬ 
able  effect  of  the  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  Additionally, 
the  Comptroller  is  directed  to  consider  the  financial  and 
managerial  resources  and  future  prospects  of  the  exist¬ 
ing  and  proposed  institutions,  and  the  convenience  and 
needs  of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the  failure 
of  a  bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  from 
the  consequences  of  the  transaction  ordinarily  solicited 
from  the  Department  of  Justice  and  other  banking  agen¬ 
cies.  He  is  authorized  in  such  circumstances  to  act 
immediately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 


a  disruption  of  banking  services  to  the  community.  As¬ 
suming  Bank  has  sufficient  financial  resources,  and  this 
acquisition  will  enable  it  to  enhance  the  banking  services 
offered  in  the  Malad  City  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  FBT,  as  set  forth  in  the 
agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  FBT  requires  him  to  act  immediately, 
as  contemplated  by  the  Bank  Merger  Act,  to  prevent  dis¬ 
ruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice  and  dis¬ 
penses  with  solicitation  of  competitive  reports  from  other 
agencies,  and  authorizes  the  transaction  to  be  consum¬ 
mated  immediately. 

By  accepting  approval  and  by  consummating  the  pur¬ 
chase  and  assumption  transaction,  Assuming  Bank 
agrees  to  be  bound  by  the  following  conditions: 

1.  An  initial  minimum  ratio  of  primary  capital  to  total 
assets  of  no  less  than  five  and  one-half  percent 
(51/2%).  The  amount  of  intangible  assets  which  may 
be  included  in  capital  for  purposes  of  this  assessment 
is  limited  to  not  more  than  twenty-five  percent  (25%) 
of  tangible  primary  capital. 

2.  Maintain  a  ratio  of  primary  capital  to  total  assets  that 
complies  with  12  CFR  Part  3;  Minimum  Capital  Ratios. 

These  conditions  shall  be  deemed  “conditions  imposed 
in  writing  by  the  agency  in  connection  with  the  granting 
of  any  application  or  other  request”  within  the  meaning 
of  12  U.S.C.  §  1818(b)(1). 

May  9,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 
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NCNB  NATIONAL  BANK  OF  FLORIDA, 

Tampa,  Florida,  and  Pan  American  Bank  of  Orlando,  National  Association,  Orlando,  Florida  and  Pan 
American  Bank  of  Tampa,  Tampa,  Florida 


Names  of  banks  and  type  of  transaction 


Total  assets 


Pan  American  Bank  of  Orlando,  National  Association,  Orlando,  Florida  (14573),  with  $  308,714,000 

and  Pan  American  Bank  of  Tampa,  Tampa,  Florida,  (14827),  which  had .  12,250,000 

and  NCNB  National  Bank  of  Tampa,  National  Association,  Tampa,  Florida  (17775),  which  had  5,418,676,000 

merged  May  17,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  5,739,592,000 


THE  SECOND  NATIONAL  BANK  AND  TRUST  COMPANY  OF  LEXINGTON, 

Lexington,  Kentucky,  and  The  Bank  of  Commerce  and  Trust  Company,  Lexington,  Kentucky 


Names  of  banks  and  type  of  transaction  Total  assets 


The  Bank  of  Commerce  and  Trust  Company,  Lexington,  Kentucky,  with  .  $174,622,000 

and  The  Second  National  Bank  and  Trust  Company  of  Lexington,  Lexington,  Kentucky,  (2901),  which  had  220,816,000 

consolidated  May  17,  1986,  under  the  charter  of  the  latter  and  with  the  title  of  Commerce  National  Bank.  The  consolidated 

bank  at  date  of  consolidation  had .  395,438,000 


COMPTROLLER’S  DECISION 

On  February  7,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency,  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  for  prior  authorization  to 
consolidate  The  Bank  of  Commerce  and  Trust  Company, 
Lexington,  Kentucky  (Commerce),  and  The  Second 
National  Bank  and  Trust  Company  of  Lexington,  Lexing¬ 
ton,  Kentucky  (Second).  The  application  is  based  on  an 
agreement  finalized  between  Commerce  and  Second  on 
November  22,  1985. 

Commerce,  a  wholly  owned  subsidiary  of  First  Kentucky 
National  Corporation,  had  total  assets  of  $175  million  and 
total  deposits  of  $158  million  as  of  September  30,  1985, 
and  operated  six  offices  located  in  Lexington,  Kentucky. 

Second,  a  subsidiary  of  Second  National  Bancorp,  had 
total  assets  of  $221  million  and  total  deposits  of  $220  mil¬ 
lion  as  of  September  30,  1985,  and  operated  thirteen 
offices  in  Lexington,  Kentucky. 

The  relevant  geographic  market  for  this  proposal  is  the 
Lexington-Fayette  Metropolitan  Statistical  Area  consisting 
of  the  counties  of  Bourbon,  Clark,  Fayette,  Jessamine, 
Scott  and  Woodford  (Lexington  Banking  Market).  There 
are  20  commercial  banking  organizations  and  11  savings 
associations  operating  in  the  Lexington  Banking  Market 
with  $2  3  billion  in  deposits.  The  savings  associations  in 
the  market  are  m  direct  competition  with  the  commercial 
banks  for  both  household  and  business  customers.  All 
eleven  offer  either  NOW  accounts,  money  market  deposit 
accounts  or  Super  NOW  accounts.  Nine  of  the  savings 
associations  offer  installment  loans,  business  loans,  and 
commercial  checking  accounts. 


The  market  is  unconcentrated  and  competitive  and  can 
be  expected  to  remain  so  after  consummation  of  this  con¬ 
solidation.  The  market  shares  of  some  large  banking  or¬ 
ganizations  presently  in  the  Lexington  Banking  Market 
understate  the  competitive  influence  of  these  organiza¬ 
tions  in  the  market.  In  addition,  other  large  Kentucky- 
based  banking  organizations  not  now  represented  in  the 
Lexington  Banking  Market  are  able  to  enter  at  any  time. 
Also,  out-of-state  banking  organizations  are  able  to  enter 
the  market  at  any  time  from  contiguous  states  with 
reciprocal  interstate  banking  legislation. 

Second  and  Commerce  are  the  fourth  and  sixth  largest 
financial  institutions  in  the  market  and  will  become  the 
second  largest  with  13  percent  of  the  market’s  deposits. 
Numerous  competitors  will  remain  in  the  market.  This  pro¬ 
posal  will  not  significantly  lessen  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions  and  the 
convenience  and  needs  of  the  community  to  be  served." 
We  find  that  the  financial  and  managerial  resources  of 
both  banks  do  not  raise  concerns  that  would  cause  the 
application  to  be  disapproved.  The  future  prospects  of 
the  combined  entity  are  considered  good  and  the  result¬ 
ing  bank  is  expected  to  meet  the  convenience  and  needs 
of  the  communities  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants' 
records  of  helping  meet  the  credit  needs  of  their  commu- 
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nities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 


April  16,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


THE  FIRST  BANKERS  OF  PALM  BEACH  COUNTY,  NATIONAL  ASSOCIATION, 

Boca  Raton,  Florida,  and  The  Mali  Bank,  West  Palm  Beach,  Florida 

Names  of  banks  and  type  of  transaction 

Total  assets 

The  First  Bankers  of  Palm  Beach  County,  National  Association,  Boca  Raton,  Florida  (14924),  with 

and  The  Mall  Bank,  West  Palm  Beach,  Florida,  which  had . 

merged  May  19,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

$150,829,000 

80,287,000 

231,079,000 

CENTENNIAL  STATE  BANK  OF  COLORADO, 

Englewood,  Colorado,  and  First  Interstate  Bank  of  Centennial,  National  Association,  Englewood,  Colorado 


Names  of  banks  and  type  of  transaction 

Total  assets 

$22,000,000 

uentenmai  oiaie  oanK  ot  L/oioraau,  cnyicwuuu,  L/uiuiauu,  . . 

was  purchased  May  23,  1986,  by  First  Interstate  Bank  of  Centennial,  National  Association,  a  newly  chartered  bank, 

NA 

After  the  purchase  was  effected,  the  receiving  bank  had 

COMPTROLLER’S  DECISION 

On  May  23,  1986,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval  for 
First  Interstate  Bank  of  Centennial,  National  Association, 
Englewood,  Colorado  (Assuming  Bank),  to  purchase  cer¬ 
tain  assets  and  assume  certain  liabilities  of  Centennial 
State  Bank  of  Colorado,  Englewood,  Colorado  (Centen¬ 
nial).  The  application  rests  upon  an  agreement,  incorpo¬ 
rated  herein  by  reference  the  same  as  if  fully  set  forth, 
negotiated  between  the  Assuming  Bank  and  the  Federal 
Deposit  Insurance  Corporation  (FDIC)  as  receiver  of 
Centennial.  For  reasons  set  forth  below,  the  application 
is  hereby  approved  and  the  Assuming  Bank  is  authorized 
to  consummate  the  purchase  and  assumption  transaction 
immediately. 

At  the  close  of  business  on  May  22, 1986,  Centennial  had 
total  assets  of  approximately  $22  million.  The  bank  was 
declared  insolvent  by  the  Colorado  State  Banking  Com¬ 
missioner  on  May  23,  1986,  and  was  placed  in  the  hands 
of  the  FDIC  as  receiver.  The  Comptroller  has  now  been 
asked  to  grant  his  written  approval  of  the  proposed  agree¬ 
ment  negotiated  between  the  FDIC  and  Assuming  Bank 
by  which  the  latter  would  purchase  certain  assets  and 
assume  certain  liabilities  of  Centennial. 


Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the  Comp¬ 
troller  cannot  approve  a  purchase  and  assumption  trans¬ 
action  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  these  anticompetitive  effects 
to  be  clearly  outweighed  in  the  public  interest  by  the  prob¬ 
able  effect  of  the  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  Additionally, 
the  Comptroller  is  directed  to  consider  the  financial  and 
managerial  resources  and  future  prospects  of  the  exist¬ 
ing  and  proposed  institutions,  and  the  convenience  and 
needs  of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the  failure 
of  a  bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  of 
the  transaction  ordinarily  solicited  from  the  Department 
of  Justice  and  other  banking  agencies.  He  is  authorized 
in  such  circumstances  to  act  immediately  in  his  sole  dis¬ 
cretion  to  approve  such  a  transaction  and  to  authorize 
its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  Englewood  corn- 
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mumty  Assuming  Bank  has  sufficient  financial  resources, 
and  this  acquisition  will  enable  it  to  enhance  the  bank¬ 
ing  services  offered  in  the  Englewood  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank's  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  Centennial,  as  set  forth 
in  the  agreement,  is  approved.  The  Comptroller  further 


finds  that  the  failure  of  Centennial  requires  him  to  act 
immediately,  as  contemplated  by  the  Bank  Merger  Act, 
to  prevent  disruption  of  banking  services  to  the  commu¬ 
nity;  and  the  Comptroller  thus  waives  publication  of  notice 
and  dispenses  with  solicitation  of  competitive  reports  from 
other  agencies,  and  authorizes  the  transaction  to  be 
consummated  immediately. 

May  23,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


TEXAS  AMERICAN  BANK/HOUSTON,  NATIONAL  ASSOCIATION, 
Houston,  Texas  and  Texas  American  Bank/Galleria,  Houston,  Texas 


Names  of  banks  and  type  of  transaction 


Total  assets 


Texas  American  Bank/Houston,  National  Association,  Houston,  Texas  (14916),  with .  $379,188,000 

and  Texas  American  Bank/Galleria,  Houston,  Texas,  which  had .  248,567,000 

merged  May  23,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  621,834,000 


THE  BANK  OF  COLUMBIA  FALLS, 

Columbia  Falls,  Montana,  and  First  Citizens  Bank  National  Association,  Columbia  Falls,  Montana 


Names  of  banks  and  type  of  transaction  Total  assets 


The  Bank  of  Columbia  Falls,  Columbia  Falls,  Montana,  with .  $41,470,000 

was  purchased  May  30,  1986,  by  First  Citizens  National  Association,  a  newly  chartered  bank,  Columbia  Falls,  Montana, 

(21259),  which  had .  NA 

After  the  purchase  was  effected,  the  receiving  bank  had . 


COMPTROLLER’S  DECISION 

On  May  30,  1986,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval  for 
First  Citizens  Bank  National  Association,  Columbia  Falls, 
Montana  (Assuming  Bank),  to  purchase  certain  assets 
and  assume  certain  liabilities  of  the  Bank  of  Columbia 
Falls,  Columbia  Falls,  Montana  (BCF).  The  application 
rests  upon  an  agreement,  incorporated  herein  by  refer¬ 
ence  the  same  as  if  fully  set  forth,  negotiated  between 
the  Assuming  Bank  and  the  Federal  Deposit  Insurance 
Corporation  (FDIC)  as  receiver  of  BCF.  For  reasons  set 
forth  below,  the  application  is  hereby  approved  and  the 
Assuming  Bank  is  authorized  to  consummate  the  pur¬ 
chase  and  assumption  transaction  immediately. 

On  May  30,  1986  the  Montana  State  Banking  Commis¬ 
sioner  closed  BCF  due  to  its  financial  condition  and  ap¬ 
pointed  the  FDIC  as  reciever  The  Comptroller  has  now 
been  asked  to  grant  his  written  approval  of  the  proposed 
agreement  negotiated  between  the  FDIC  and  Assuming 


Bank  by  which  the  latter  would  purchase  certain  assets 
and  assume  certain  liabilities,  including  all  deposit  liabil¬ 
ities,  of  BCF. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the  Comp¬ 
troller  cannot  approve  a  purchase  and  assumption  trans¬ 
action  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  these  anticompetitive  effects 
to  be  clearly  outweighed  in  the  public  interest  by  the  prob¬ 
able  effect  of  the  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  Additionally, 
the  Comptroller  is  directed  to  consider  the  financial  and 
managerial  resources  and  future  prospects  of  the  exist¬ 
ing  and  proposed  institutions,  and  the  convenience  and 
needs  of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the  failure 
of  a  bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  from 
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the  consequences  of  the  transaction  ordinarily  solicited 
from  the  Department  of  Justice  and  other  banking  agen¬ 
cies.  He  is  authorized  in  such  circumstances  to  act 
immediately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  community.  As¬ 
suming  Bank  has  sufficient  financial  resources,  and  this 
acquisition  will  enable  it  to  enhance  the  banking  services 
offered  in  the  Columbia  Falls  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 


of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  BCF,  as  set  forth  in  the 
agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  BCF  requires  him  to  act  immediately, 
as  contemplated  by  the  Bank  Merger  Act,  to  prevent 
disruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice  and  dis¬ 
penses  with  solicitation  of  competitive  reports  from  other 
agencies,  and  authorizes  the  transaction  to  be  consum¬ 
mated  immediately. 

May  30,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


THE  LIBERTY  NATIONAL  BANK  AND  TRUST  COMPANY  OF  OKLAHOMA  CITY, 

Oklahoma  City,  Oklahoma,  and  The  First  National  Bank  and  Trust  Company  of  Norman,  Norman,  Oklahoma 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  First  National  Bank  and  Trust  Company  of  Norman,  Norman,  Oklahoma  (5248),  with 

was  purchased  May  30,  1986,  by  The  Liberty  National  Bank  and  Trust  Company  of  Oklahoma  City,  Oklahoma  City, 

Oklahoma  (11230),  with . 

After  the  purchase  was  effected,  the  purchasing  institution  had . 


$  68,905,000 

1,982,629,000 

2,051,534,000 


COMPTROLLER’S  DECISION 

On  May  30,  1986,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval  for 
The  Libery  National  Bank  and  Trust  Company  of  Okla¬ 
homa  City,  Oklahoma  City,  Oklahoma  (Assuming  Bank), 
to  purchase  certain  assets  and  assume  certain  liabilities 
of  The  First  National  Bank  and  Trust  Company  of  Norman, 
Norman,  Oklahoma  (FNB).  The  application  rests  upon 
an  agreement,  incorporated  herein  by  reference  the  same 
as  if  fully  set  forth,  negotiated  between  the  Assuming 
Bank  and  the  Federal  Deposit  Insurance  Corporation 
(FDIC)  as  receiver  of  FNB.  For  reasons  set  forth  below, 
the  application  is  hereby  approved  and  the  Assuming 
Bank  is  authorized  to  consummate  the  purchase  and 
assumption  transaction  immediately. 

On  May  29, 1986,  the  Comptroller  of  the  Currency  closed 
FNB  due  to  its  financial  condition  and  appointed  the  FDIC 
as  receiver.  The  Comptroller  has  now  been  asked  to  grant 
his  written  approval  of  the  proposed  agreement  negoti¬ 
ated  between  the  FDIC  and  Assuming  Bank  by  which 
the  latter  would  purchase  certain  assets  and  assume  cer¬ 
tain  liabilities  of  FNB. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the  Comp¬ 
troller  cannot  approve  a  purchase  and  assumption  trans¬ 


action  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  these  anticompetitive  effects 
to  be  clearly  outweighed  in  the  public  interest  by  the  prob¬ 
able  effect  of  the  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  Additionally, 
the  Comptroller  is  directed  to  consider  the  financial  and 
managerial  resources  and  future  prospects  of  the  exist¬ 
ing  and  proposed  institutions,  and  the  convenience  and 
needs  of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the  failure 
of  a  bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  from 
the  consequences  of  the  transaction  ordinarily  solicited 
from  the  Department  of  Justice  and  other  banking  agen¬ 
cies.  He  is  authorized  in  such  circumstances  to  act 
immediately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  community.  As¬ 
suming  Bank  has  sufficient  financial  resources,  and  this 
acquisition  will  enable  it  to  enhance  the  banking  services 
offered  in  the  Norman  community. 
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The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  FNB,  as  set  forth  in  the 
agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  FNB  requires  him  to  act  immediately, 
as  contemplated  by  the  Bank  Merger  Act,  to  prevent  dis¬ 


ruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice  and  dis¬ 
penses  with  solicitation  of  competitive  reports  from  other 
agencies,  and  authorizes  the  transaction  to  be  consum¬ 
mated  immediately. 

May  30,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


WELLS  FARGO  BANK,  NATIONAL  ASSOCIATION, 

San  Francisco,  California,  and  Crocker  National  Bank,  San  Francisco,  California 


Names  of  banks  and  type  of  transaction 

Total  assets 

.  .  .  .  $18,999,000,000 

UrOCK0f  NdllOndl  DallK,  odll  rialK/loLU,  valllUi  I  lid,  wiiii 

and  Wells  Fargo  Bank,  National  Association,  San  Francisco,  California  (15660),  which  had 
merged  May  30,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 

.  23,502,000,000 

.  42,084,000,000 

BANK  ONE,  MILFORD,  NATIONAL  ASSOCIATION, 

Milford,  Ohio,  and  Six  Branches  of  BancOhio  National  Bank,  Columbus,  Ohio 

Names  of  banks  and  type  of  transaction 

Total  assets 

~  r,  L.  -A-SL.:-  ki_.: _ I  o„„L,  ■  rv% K ,  rU-iir.  1C uuit h  .  $  39,918,000 

OlX  Drancnes  OT  DdllLVJfllU  iNdlnjiiai  t->aiir\t  uuiumuud,  wmv/  . . 

were  purchased  May  31,  1986,  by  Bank  One,  Milford,  National  Association,  Milford,  Ohio  (3234),  which  had 

After  the  purchase  was  effected,  the  receiving  bank  had  . 

264,927,000 

304,845,000 

COMPTROLLER’S  DECISION 

On  March  5,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency,  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  for  prior  authorization  for 
Bank  One,  Milford,  National  Association,  Milford,  Ohio 
(Bank  One),  to  purchase  the  assets  and  assume  the  lia¬ 
bilities  of  six  branches  of  BancOhio  National  Bank, 
Columbus,  Ohio  (BancOhio).  The  application  is  based 
on  an  agreement  finalized  between  Bank  One  and  Banc¬ 
Ohio  on  December  2,  1985. 

BancOhio,  a  wholly  owned  subsidiary  of  National  City 
Corporation,  had  total  assets  of  $4.3  billion  and  total 
deposits  of  $3.3  billion  as  of  December  31,  1985.  The  six 
offices  involved  had  total  deposits  of  $40  million. 

Bank  One,  a  wholly  owned  subsidiary  of  BancOne  Cor¬ 
poration,  had  total  assets  of  $294  million  and  total 
deposits  of  $238  million  as  of  December  31,  1985. 

The  relevant  geographic  market  for  this  proposal  consists 
of  Clermont  County  and  the  eastern  edge  of  Hamilton 
County,  including  the  cities  of  Loveland  and  Montgomery. 


Bank  One  and  BancOhio  both  operate  in  this  market. 
Upon  consummation  of  this  proposal  BancOhio  will  con¬ 
tinue  to  have  a  presence  in  the  market  through  its  reten¬ 
tion  of  loan  portfolios,  its  continued  solicitation  of  deposit 
business  and  National  City,  BancOhio’s  parent,  will  con¬ 
tinue  to  solicit  loans  through  its  loan  production  office 
located  in  Cincinnati.  Eight  other  commercial  banking 
institutions  and  fifteen  savings  associations  will  continue 
to  compete  in  this  unconcentrated  market.  Consequently, 
consummation  of  this  proposal  will  not  have  an  adverse 
effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider  “.  . . 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions  and  the 
convenience  and  needs  of  the  community  to  be  served." 
We  find  that  the  financial  and  managerial  resources  of 
both  banks  do  not  raise  concerns  that  would  cause  the 
application  to  be  disapproved.  The  future  prospects  of 
the  combined  entity  are  considered  good  and  the  result¬ 
ing  bank  is  expected  to  meet  the  convenience  and  needs 
of  the  communities  to  be  served. 
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A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 


Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

April  24,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


FIRST  NATIONAL  BANK  OF  METAMORA, 

Metamora,  Illinois,  and  Peoples  State  Bank  of  Roanoke,  Roanoke,  Illinois 


Names  of  banks  and  type  of  transaction 

Total  assets 

First  National  Bank  of  Metamora,  Metamora,  Illinois  (14469),  with . 

and  Peoples  State  Bank  of  Roanoke,  Roanoke,  Illinois,  which  had . 

merged  May  31,  1986,  under  charter  of  the  former  and  title  “First  National  Bank  of  Woodford  County.”  The  merged  bank 

$35,716,000 

18,003,000 

53,719,000 

CAPITAL  NATIONAL  BANK  OF  NEW  YORK, 

New  York,  New  York,  and  One  Branch  of  Eastern  Savings  Bank,  Scarsdale,  New  York 

Names  of  banks  and  type  of  transaction 

Total  assets 

$  174,000 

One  Branch  of  Eastern  bavings  can*,  ocarsaaie,  insw  iurr\,  wmi 

was  purchased  June  1,  1986,  by  Capital  National  Bank  of  New  York,  New  York,  New  York  (16479),  which  had  ...... . 

After  the  purchase  was  effected,  the  receiving  bank  had  . 

80,039,000 

101,767,000 

COMPTROLLER’S  DECISION 

On  February  2, 1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  by  Capital  National 
Bank  of  New  York,  New  York,  New  York  (Capital),  for  prior 
authorization  to  purchase  certain  of  the  assets  and  as¬ 
sume  certain  of  the  liabilities  of  the  East  Tremont  Avenue 
branch  of  Eastern  Savings  Bank,  Scarsdale,  New  York. 
This  application  was  based  on  an  agreement  finalized 
between  the  proponents  on  October  24,  1985. 

As  of  September  30,  1985,  Capital  held  total  deposits  of 
$74  million  and  operated  three  offices.  On  the  same  date, 
the  branch  to  be  acquired  held  total  deposits  of  $50  mil¬ 
lion.  Capital  will  assume  only  $20  million  of  the  branch  s 
total  deposits. 

The  Office  has  reviewed  the  competitive  effects  of  this  pro¬ 
posal  by  using  the  Office’s  standard  procedures  for  de¬ 
termining  whether  a  purchase  of  assets  and  assumption 
of  liabilities  clearly  has  minimal  or  no  adverse  competi¬ 
tive  effects.  The  Office  finds  that  the  proposal  satisfies  the 
Office’s  criteria  for  a  purchase  of  assets  and  assumption 


of  liabilities  that  clearly  has  no  or  minimal  adverse  com¬ 
petitive  effects. 

The  Bank  Merger  Act  requires  this  Office  to  consider  "... 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions  and  the 
convenience  and  needs  of  the  community  to  be  served ' 
Capital  has  the  financial  and  managerial  resources  to  ab¬ 
sorb  the  subject  branch  without  adversely  affecting  its 
overall  condition,  provided  that  a  proposed  capital  injec¬ 
tion  is  made.  The  future  prospects  of  Capital  are  consi¬ 
dered  favorable,  as  are  the  effects  of  the  proposal  on  the 
convenience  and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants 
records  of  helping  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 
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We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  will  not  sig¬ 
nificantly  lessen  competition  in  any  relevant  market.  Other 
factors  considered  in  evaluating  this  proposal  are  satis¬ 
factory.  Accordingly,  the  application  is  approved,  subject 
to  the  condition  noted  in  a  separate  communication  to 
Capital. 


April  14,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


THE  NATIONAL  BANK  OF  WATERLOO, 

Waterloo,  Iowa,  and  Gilbertville  Savings  Bank,  Gilbertville,  Iowa 


Names  of  banks  and  type  of  transaction 

Total  assets 

VJIIUwi  IVMio  ocivii  iyo  uai  i  r\ ,  vinvoiifniv!  1  w,,ui  . . 

306,586,000 

merged  June  1,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 

.  326,823,000 

COMPTROLLER’S  DECISION 

On  January  21, 1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency,  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  for  prior  authorization  to 
merge  the  Gilbertville  Savings  Bank,  Gilbertville,  Iowa 
(GSB),  into  The  National  Bank  of  Waterloo,  Waterloo,  Iowa 
(NBW).  The  application  is  based  on  an  agreement  final¬ 
ized  between  GSB  and  NBW  on  October  28,  1985. 

NBW  is  a  wholly  owned  subsidiary  of  Iowa  National  Bank- 
shares  Corporation.  As  of  September  30,  1985,  NBW  had 
total  assets  of  $307  million  and  total  deposits  of  $244  mil¬ 
lion  and  operated  its  main  office  and  four  facilities  in 
Waterloo. 

GSB  had  total  deposits  of  $21  million  and  total  deposits 
of  $19  milion  as  of  September  30,  1985,  and  operated 
its  main  ofice  in  Gilbertville. 

The  relevant  geographic  market  for  this  proposal  is  the 
central  and  southeastern  portion  of  Black  Hawk  County, 
Iowa  in  and  around  the  town  of  Gilbertville.  It  is  from  this 
area  that  GSB  derives  the  bulk  of  its  deposits.  Although 
NBW  and  GSB  both  operate  in  Black  Hawk  County, 
together  with  eight  other  commercial  banks  and  five  sav¬ 
ings  and  loan  associations,  and  receive  more  than  75  per¬ 
cent  of  their  deposits  from  Black  Hawk  County,  GSB 
serves  the  town  of  Gilbertville  and  NBW  and  its  affiliate, 
Midway  Bank  &  Trust,  Cedar  Falls,  Iowa,  operate  in  the 
central  and  northwestern  portion  of  the  county.  GSB’s 
only  office  is  approximately  eight  miles  southeast  of  the 
nearest  NBW  office.  Upon  consummation  of  this  propo¬ 
sal  13  depository  institutions  will  remain  as  competitors 
in  Black  Hawk  County  including  subsidiaries  of  some  of 
the  state’s  largest  bank  holding  companies.  Due  to  the 
size  of  GSB  and  its  relatively  limited  local  market,  com¬ 


petitive  overlap  between  GSB  and  NBW  is  minimal  and 
consummation  of  this  proposal  will  not  have  a  significantly 
adverse  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions  and  the 
convenience  and  needs  of  the  community  to  be  served.” 
We  find  that  the  financial  and  managerial  resources  of 
both  banks  do  not  raise  concerns  that  would  cause  the 
application  to  be  disapproved.  The  future  prospects  of 
the  combined  entity  are  considered  good  and  the  result¬ 
ing  bank  is  expected  to  meet  the  convenience  and  needs 
of  the  communities  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

May  1,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 
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RAINIER  NATIONAL  BANK, 

Seattle,  Washington,  and  South  Sound  National  Bank,  Lacey,  Washington 


Names  of  banks  and  type  of  transaction 


Total  assets 


South  Sound  National  Bank,  Lacey,  Washington  (15640),  with .  $  82,249,000 

and  Rainier  National  Bank,  Seattle,  Washington  (4375),  which  had .  7,100,373,000 

merged  June  1,  1986,  under  the  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  7,182,622,000 


COMPTROLLER’S  DECISION 

On  December  27,  1985,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior  authori¬ 
zation  to  merge  South  Sound  National  Bank,  Lacey, 
Washington  (SSNB),  into  Rainier  National  Bank,  Seattle, 
Washington  (Rainier).  This  application  was  based  on  an 
agreement  finalized  between  the  proponents  on  Novem¬ 
ber  21,  1985. 

As  of  September  30,  1985,  Rainier,  a  wholly  owned  sub¬ 
sidiary  of  Rainier  Bancorporation,  had  total  deposits  of 
$5.8  billion  and  operated  133  offices  throughout  the  State 
of  Washington.  On  the  same  date,  SSNB  operated  six 
offices  and  held  total  deposits  of  $75.4  million. 

The  relevant  geographic  market  for  this  proposal  is 
Thurston  County,  where  both  banks  compete  and  where 
SSNB  operates  its  six  offices  and  receives  95  percent  of 
its  deposits.  This  Office  has  determined  that,  in  the 
Thurston  County  market,  thrift  institutions  are  substantial 
competitors  of  commercial  banks.  Within  the  relevant 
market,  eight  commercial  banks  with  22  offices  hold  $308 
million  in  deposits,  and  7  thrift  institutions  with  21  offices 
hold  total  deposits  of  $478  million.  Rainier  ranks  eighth 
with  7  percent  of  total  market  deposits  and  SSNB  ranks 
sixth  with  8  percent  of  total  market  deposits.  The  result¬ 
ing  bank  would  become  the  second  largest  depository 
with  approximately  14  percent  of  local  market  deposits. 
Although  the  proposed  merger  would  eliminate  some 
direct  competition  and  increase  concentration  to  some 
extent,  it  would  not  have  a  significantly  adverse  effect 
upon  competition  in  the  relevant  geographic  market. 


The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions  and  the 
convenience  and  needs  of  the  community  to  be  served." 
We  find  the  financial  and  managerial  resources  of  Raini¬ 
er  to  be  satisfactory.  The  future  prospects  of  the  propo¬ 
nents,  individually  and  combined,  are  considered  favora¬ 
ble  and  the  resulting  bank  is  expected  to  meet  the 
convenience  and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

March  26,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


BANK  OF  GALESBURG, 

Galesburg,  Illinois  and  First  Farmers  National  Bank  of  Knoxville,  Knoxville,  Illinois 


Names  of  banks  and  type  of  transaction 

Total  assets 

First  Farmers  National  Bank  of  Knoxville,  Knoxville,  Illinois  (3287),  with . 

and  Bank  of  Galesburg,  Galesburg,  Illinois,  which  had .  .  ,, 

merged  June  2,  1986,  under  charter  of  the  former  and  title  "First  Midwest  Bank/Knox  County,  National  Association, 

Galesbura.  Illinois.  The  merged  bank  at  date  of  merger  had  . 

$38,306,000 

50,552,000 

88,858,000 

*  * 


* 
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THE  BOATMEN'S  NATIONAL  BANK  OF  ST.  LOUIS, 

St.  Louis,  Missouri,  and  General  Bank  of  St.  Louis  County,  Clayton,  Missouri,  and  General  Bank,  St.  Louis,  Missouri 


Names  of  banks  and  type  of  transaction 


Total  assets 


General  Bank  of  St.  Louis  County,  Clayton,  Missouri,  with .  $  167,725,000 

and  General  Bank,  St.  Louis,  Missouri,  which  had  . .  538,558,000 

and  The  Boatmen's  National  Bank  of  St.  Louis,  St.  Louis,  Missouri  (12916),  which  had .  2,990,968,000 

merged  June  2,  1986,  under  the  charier  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  3,697,239,000 


FLORIDA  NATIONAL  BANK, 

Jacksonville,  Florida,  and  Citrus  Park  Bank,  Hillsborough  County,  Florida 


Names  of  banks  and  type  of  transaction 

Total  assets 

$5,746,517,000 

r  lOriUa  NdUOIIdl  DdilK,  JaLKbUIlVlIKJ,  riui  lUd  wiiii 

.  36,073,000 

df  1LJ  U 1  ll  ud  r~  cii  f\  uai  ir\,  i  1 1 uocd  cuy  1 1  w  ui  uy(  i  ivi  iuu,  »» •  nw*  i  riw« . 

merged  June  4,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had . 

.  5,779,881,000 

★ 


* 


VALLEY  NATIONAL  BANK, 

Passaic,  New  Jersey,  and  The  First  National  Bank  and  Trust  Company  of  Kearny,  Kearny,  New  Jersey 


Names  of  banks  and  type  of  transaction 

Total  assets 

valley  ixauuiiai  uai ir\,  i  aooaiu,  nw*  uoiuuj  . . 

and  The  First  National  Bank  and  Trust  Company  of  Kearny,  Kearny,  New  Jersey  (8627),  which  had . 

merged  June  6,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had . 

.  220,586,000 

1,343,786,000 

*  ★  ★ 

ATLANTIC  NATIONAL  BANK  OF  FLORIDA, 

Jacksonville,  Florida,  and  The  First  Bankers  of  Polk  County,  Haines  City,  Florida,  and  Atlantic  National  Bank  of 
Miami,  Miami,  Florida,  and  The  First  Bankers  of  Volusia  County,  N.A.,  New  Smyrna,  Florida,  and  The  First  Bankers 
of  Orange  County,  N.A.,  Winter  Garden,  Florida,  and  The  First  Bankers  of  Indian  River  County,  Vero  Beach,  Florida, 
and  The  First  Bankers  of  Tampa  Bay,  National  Association,  St.  Petersburg,  Florida,  and  The  First  Bankers,  N.A., 
Pompano  Beach,  Florida,  and  The  First  Bankers  of  Palm  Beach  County,  National  Association,  Boca  Raton,  Florida, 
and  The  First  Bankers  of  Florida,  National  Association,  Cape  Canaveral,  Florida  and  The  Bank  of  Pasco  County, 


Dade  City,  Florida 


Names  of  banks  and  type  of  transaction 

Total  assets 

$4,458,882,000 

Atlantic  Nationdl  bank  ot  rioriud,  jacKsonvin©,  nuriua,  ^ooooj,  wun 

179,785,000 

ana  In©  ritst  odnKdfS  OT  r  oik  ooumy,  i iain©s  c/iiy,  »  iunuu,  nui i  ntw . 

25,604,000 

ana  Atlantic  National  bank  ot  Miami,  Miami,  rioriad  which  nau 

41,545,000 

and  The  First  Bankers  ot  Volusia  uounty,  n.a.,  New  omyrna  oeacn,  riunua  (iwot),  which  hoc . 

and  The  First  Bankers  of  Orange  County,  N.A.,  Winter  Garden,  Florida  (11389),  which  had  . 

and  The  First  Bankers  of  Indian  River  County,  Vero  Beach,  Florida,  which  had . . 

and  The  First  Bankers  of  Tampa  Bay,  National  Association,  St.  Petersburg,  Florida  (14897),  which  had 

and  The  First  Bankers,  N  A.,  Pompano  Beach,  Florida,  (14723),  which  had  . 

and  The  First  Bankers  of  Palm  Beach  County,  National  Association,  Boca  Raton,  Florida  (14924),  which  had 
and  The  First  Bankers  of  Florida,  National  Association,  Cape  Canaveral,  Florida  (15288),  which  had 

85,478,000 

143,536,000 

113,256,000 

466,147,000 

243,451,000 

103,811,000 

187,125,000 

and  r ne  Bank  ot  rasco  uouniy,  uaoe  oounxy,  rioriaa,  wrncn  nau 

merged  June  9.  1986,  under  charter  and  title  of  the  Atlantic  National  Bank  of  Florida.  The  merged  bank  at  date 

of  merger  had  . 

6,005,263,000 
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THE  FIRST  NATIONAL  BANK  OF  SHREVEPORT, 

Shreveport,  Louisiana,  and  Bossier  Bank  and  Trust  Company,  Bossier  City,  Louisiana 


Names  of  banks  and  type  of  transaction 


Total  assets 


Bossier  Bank  and  Trust  Company,  Bossier  City,  Louisiana,  with .  $  194,399,000 

was  purchased  June  13,  1986,  by  The  First  National  Bank  of  Shreveport,  Shreveport,  Louisiana  (3595),  which  had  1,082,491,000 

After  the  purchase  was  effected,  the  purchasing  institution  had .  1,276,890,000 


COMPTROLLER’S  DECISION 

On  June  13,  1986,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval  for 
The  First  National  Bank  of  Shreveport,  Shreveport,  Loui¬ 
siana  (Assuming  Bank),  to  purchase  certain  assets  and 
assume  certain  liabilities  of  Bossier  Bank  &  Trust  Com¬ 
pany,  Bossier  City,  Louisiana.  The  application  rests  upon 
an  agreement,  incorporated  herein  by  reference  the  same 
as  if  fully  set  forth,  negotiated  between  the  Assuming 
Bank  and  the  Federal  Deposit  Insurance  Corporation 
(FDIC)  as  receiver  of  Bossier.  For  reasons  set  forth  below, 
the  application  is  hereby  approved  and  the  Assuming 
Bank  is  authorized  to  consummate  the  purchase  and  as¬ 
sumption  transaction  immediately. 

At  the  close  of  business  on  June  13,  1986,  Bossier  had 
total  assets  of  approximately  $204  million.  The  bank  was 
declared  insolvent  by  the  Louisiana  State  Banking  Com¬ 
missioner  on  June  13,  1986,  and  was  placed  in  the  hands 
of  the  FDIC  as  receiver.  The  Comptroller  has  now  been 
asked  to  grant  his  written  approval  of  the  proposed  agree¬ 
ment  negotiated  between  the  FDIC  and  Assuming  Bank 
by  which  the  latter  would  purchase  certain  assets  and 
assume  certain  liabilities  of  Bossier. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the  Comp¬ 
troller  cannot  approve  a  purchase  and  assumption  trans¬ 
action  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  these  anticompetitive  effects 
to  be  clearly  outweighed  in  the  public  interest  by  the  prob¬ 
able  effect  of  the  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  Additionally, 
the  Comptroller  is  directed  to  consider  the  financial  and 
managerial  resources  and  future  prospects  of  the  exist¬ 
ing  and  proposed  institutions,  and  the  convenience  and 
needs  of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the  failure 


of  a  bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  of 
the  transaction  ordinarily  solicited  from  the  Department 
of  Justice  and  other  banking  agencies.  He  is  authorized 
in  such  circumstances  to  act  immediately  in  his  sole  dis¬ 
cretion  to  approve  such  a  transaction  and  to  authorize 
its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  Bossier  City  com¬ 
munity.  Assuming  Bank  has  sufficient  financial  resources, 
and  this  acquisition  will  enable  it  to  enhance  the  bank¬ 
ing  services  offered  in  the  Bossier  City  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  Bossier,  as  set  forth  in  the 
agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  Bossier  requires  him  to  act  immediate¬ 
ly,  as  contemplated  by  the  Bank  Merger  Act,  to  prevent 
disruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice  and  dis¬ 
penses  with  solicitation  of  competitive  reports  from  other 
agencies,  and  authorizes  the  transaction  to  be  consum¬ 
mated  immediately. 

June  13,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 
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FIRST  NATIONAL  BANK  OF  BORGER, 

Borger,  Texas,  and  First  National  Bank  of  Borger,  Borger,  Texas 


Names  of  banks  and  type  of  transaction 

Total  assets 

First  National  Bank  of  Borger,  Borger,  Texas  (14602),  with . 

was  purchased  by  First  National  Bank  of  Borger,  Borger,  Texas  (21273),  effective  June  19,  1986,  which  had 

After  the  purchase  was  effected,  the  receiving  bank  had  . 

$80,113,000 

.  .  NA 

NA 

COMPTROLLER’S  DECISION 

On  June  19,  1986,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval  for 
First  National  Bank  of  Borger,  Borger,  Texas  (Assuming 
Bank),  to  purchase  certain  assets  and  assume  certain 
liabilities  of  First  National  Bank  of  Borger,  Borger,  Texas 
(FNB  of  Borger).  The  application  rests  upon  an  agree¬ 
ment,  incorporated  herein  by  reference  the  same  as  if 
fully  set  forth,  negotiated  between  the  Assuming  Bank 
and  the  Federal  Deposit  Insurance  Corporation  (FDIC) 
as  receiver  of  FNB  of  Borger.  For  reasons  set  forth  below, 
the  application  is  hereby  approved  and  the  Assuming 
Bank  is  authorized  to  consummate  the  purchase  and 
assumption  transaction  immediately. 

At  the  close  of  business  of  June  19,  1986,  FNB  of  Borger 
had  total  assets  of  approximately  $79  million.  The  bank 
was  declared  insolvent  by  the  Comptroller  on  June  19, 
1986,  and  was  placed  in  the  hands  of  the  FDIC  as 
receiver.  The  Comptroller  has  now  been  asked  to  grant 
his  written  approval  of  the  proposed  agreement  negoti¬ 
ated  between  the  FDIC  and  Assuming  Bank  by  which 
the  latter  would  purchase  certain  assets  and  assume 
certain  liabilities  of  FNB  of  Borger. 

Under  the  Bank  Merger  Act,  12  U.S.C.  1828(c),  the  Comp¬ 
troller  cannot  approve  a  purchase  and  assumption  trans¬ 
action  which  would  have  certain  proscribed  anticompeti¬ 
tive  effects  unless  he  finds  these  anticompetitive  effects 
to  be  clearly  outweighed  in  the  public  interest  by  the  prob¬ 
able  effect  of  the  transaction  in  meeting  the  convenience 
and  needs  of  the  community  to  be  served.  Additionally, 
the  Comptroller  is  directed  to  consider  the  financial  and 
managerial  resources  and  future  prospects  of  the  exist¬ 
ing  and  proposed  institutions,  and  the  convenience  and 
needs  of  the  community  to  be  served.  When  necessary, 
however,  to  prevent  the  evils  attendant  upon  the  failure 


of  a  bank,  the  Comptroller  can  dispense  with  the  stan¬ 
dards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  from 
the  consequences  of  the  transaction  ordinarily  solicited 
from  the  Department  of  Justice  and  other  banking  agen¬ 
cies.  He  is  authorized  in  such  circumstances  to  act  im¬ 
mediately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  Borger  commu¬ 
nity.  Assuming  Bank  has  sufficient  financial  resources, 
and  this  acquisition  will  enable  it  to  enhance  the  bank¬ 
ing  services  offered  in  the  Borger  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  FNB  of  Borger,  as  set  forth 
in  the  agreement,  is  approved.  The  Comptroller  further 
finds  that  the  failure  of  FNB  of  Borger  requires  him  to  act 
immediately,  as  contemplated  by  the  Bank  Merger  Act, 
to  prevent  disruption  of  banking  services  to  the  com¬ 
munity;  and  the  Comptroller  thus  waives  publication  of 
notice  and  dispenses  with  solicitation  of  competitive 
reports  from  other  agencies,  and  authorizes  the  transac¬ 
tion  to  be  consummated  immediately. 

June  19,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


THE  FIRST  NATIONAL  BANK  OF  BOSTON, 

Boston,  Massachusetts,  and  Bank  of  Boston-Western  Massachusetts,  National  Association,  Springfield, 
Massachusetts 


Names  of  banks  and  type  of  transaction 

Total  assets 

The  First  National  Bank  of  Boston,  Boston,  Massachusetts  (200),  with . 

and  Bank  of  Boston-Western  Massachusetts,  National  Association,  Springfield,  Massachusetts  (1939),  which  had 
merged  June  20,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had . 

$20,190,910,000 

446,354,000 

20,608,484,000 

★  ★  ★ 

BANK  OF  NEW  ENGLAND-BAY  STATE,  NATIONAL  ASSOCIATION, 

Lawrence,  Massachusetts,  and  Bank  of  New  England-Bristol  County,  N.A.,  Fall  River,  Massachusetts,  and  Bank 
of  New  England-North  Shore,  Gloucester,  Massachusetts,  and  Bank  of  New  England-Barnstable  County,  National 
Association,  Hyannis,  Massachusetts,  and  Bank  of  New  England-Worcester  County,  National  Association,  Boston, 
Massachusetts,  and  Bank  of  New  England-Hancock,  Quincy,  Massachusetts 

Names  of  banks  and  type  of  transaction 

Total  assets 

Bank  of  New  England-Bristol  County,  N.A.,  Fall  River,  Massachusetts  (590),  with . 

and  Bank  of  New  England-North  Shore,  Gloucester,  Massachusetts,  which  had . 

and  Bank  of  New  England-Barnstable  County,  National  Association,  Hyannis,  Massachusetts  (13395),  which  had  .  . 

and  Bank  of  New  England-Worcester  County,  National  Association,  Boston,  Massachusetts  (13733),  which  had . 

and  Bank  of  New  England-Hancock,  Quincy,  Massachusetts,  which  had  . 

and  Bank  of  New  England-Bay  State,  National  Association,  Lawrence,  Massachusetts  (1014),  which  had 

merged  June  27,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  . 

$  164,198,000 
138,941,000 
178,047,000 
67,446,000 
424,869,000 
322,236,000 
1,295,674,000 

*  *  * 

THE  CHASE  MANHATTAN  BANK  (NATIONAL  ASSOCIATION),  New  York,  New  York,  and  One  Branch  of 
American  Savings  Bank,  FSB,  New  York,  New  York 

Names  of  banks  and  type  of  transaction 

Total  assets 

One  Branch  of  American  Savings  Bank,  FSB,  New  York,  New  York,  with . 

was  purchased  June  27,  1986,  by  The  Chase  Manhattan  Bank  (National  Association),  New  York,  New  York  (2370), 

which  had . 

After  the  purchase  was  effected,  the  receiving  bank  had 

$  17,468,000 

81,019,033,000 

81,036,501,000 

COMPTROLLER’S  DECISION 

On  February  7,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authorization 
to  purchase  certain  of  the  assets  and  assume  certain  of 
the  liabilities  of  the  Islip  branch  of  American  Savings 
Bank,  FSB,  New  York,  New  York,  by  The  Chase  Manhat¬ 
tan  Bank,  National  Association,  New  York,  New  York 
(Chase).  This  application  was  based  on  an  agreement 
finalized  between  the  proponents  on  December  18,  1985. 

As  of  December  31,  1985,  Chase,  a  wholly  owned  sub¬ 
sidiary  of  The  Chase  Manhattan  Corporation,  had  total 
deposits  of  $59.5  billion  and  operated  217  affiliated  offices 
throughout  the  Metropolitan  New  York-New  Jersey  area. 
As  of  September  30,  1985,  the  branch  to  be  acquired  had 
total  deposits  of  $17  million. 

The  Office  has  reviewed  the  competitive  effects  of  this  pro¬ 
posal  by  using  the  Office’s  standard  procedures  for  de¬ 


termining  whether  a  purchase  of  assets  and  assumption 
of  liabilities  clearly  has  minimal  or  no  adverse  competi¬ 
tive  effects.  The  Office  finds  that  the  proposal  satisfies  the 
Office’s  criteria  for  a  purchase  of  assets  and  assumption 
of  liabilities  that  clearly  has  no  or  minimal  adverse  com¬ 
petitive  effects. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions  and  the 
convenience  and  needs  of  the  community  to  be  served.” 
We  find  that  the  financial  and  managerial  resources  of 
both  banks  do  not  raise  concerns  that  would  cause  the 
application  to  be  disapproved.  The  future  prospects  of 
the  combined  entity  are  considered  good  and  the  result¬ 
ing  bank  is  expected  to  meet  the  convenience  and  needs 
of  the  communities  to  be  served. 
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A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 


FIRST  FLORIDA  BANK,  NATIONAL  ASSOCIATION, 


Tampa,  Florida,  and  Rutland  Bank,  St.  Petersburg,  Florida 


Names  of  banks  and  type  of  transaction 

Total  assets 

$  461,881,000 

and  First  Florida  Bank, 
merged  June  28,  1986, 

National  Association,  Tampa,  Florida  (3497),  which  had . 

under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 

4,060,376,000 
.  4,547,914,000 

★  *  * 


Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

May  20,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


FIRST  NATIONAL  BANK  OF  WARSAW, 

Warsaw,  Indiana,  and  The  Etna  Bank,  Etna  Green,  Indiana 


Names  of  banks  and  type  of  transaction 

Total  assets 

i  u  ia  uai  ir\,  uuia  wiowm,  i  ■  iuiui  >u,  . . 

.  190,000,000 

ana  r  irst  National  DailK  ut  Warsaw,  Warsaw,  inuiana  ( itooc),  wim^u  nau 

merged  June  30,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 

.  216,000,000 

COMPTROLLER’S  DECISION 

On  March  5,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency,  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  for  prior  authorization  to 
merge  The  Etna  Bank,  Etna  Green,  Indiana  (Etna),  into 
the  First  National  Bank  of  Warsaw,  Warsaw,  Indiana  (FNB). 
The  application  is  based  on  an  agreement  finalized 
between  FNB  and  Etna  on  October  17,  1985. 

FNB,  a  wholly  owned  subsidiary  of  FN  Bancorp,  had  total 
assets  of  $189  million  and  total  deposits  of  $168  million 
as  of  June  30,  1985,  and  operated  seven  offices  in 
Kosciusko  County. 

Etna  had  total  assets  of  $25  million  and  total  deposits  of 
$23  million  on  June  30,  1985,  and  operated  two  offices 
m  Kosciusko  County. 

The  relevant  geographic  market  for  this  proposal  consists 
of  the  central  and  northwestern  portion  of  Kosciusko 
County  the  southernmost  portion  of  Elkhart  County,  and 
the  eastern  portion  of  Marshall  County,  the  area  where 
Etna  derives  the  bulk  of  its  deposits  and  loans.  FNB  is 


the  largest  and  Etna  is  the  8th  largest  of  17  financial 
institutions  in  the  market. 

FNB  and  Etna  compete  directly  in  most  segments  of  the 
market,  especially  in  Warsaw,  FNB’s  main  office  location. 
Despite  elimination  of  competition  between  the  merging 
banks,  the  market  will  remain  highly  competitive,  with  12 
commercial  banks  and  4  savings  associations  offering 
banking  services  through  twenty-six  offices  in  the  area. 
Consequently,  consummation  of  the  proposal  will  not 
have  a  significantly  adverse  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider "... 
the  financial  and  managerial  resources  and  future  pros¬ 
pects  of  the  existing  and  proposed  institutions  and  the 
convenience  and  needs  of  the  community  to  be  served.” 
We  find  that  the  financial  and  managerial  resources  of 
both  banks  do  not  raise  concerns  that  would  cause  the 
application  to  be  disapproved.  The  future  prospects  of 
the  combined  entity  are  considered  good  and  the  result¬ 
ing  bank  is  expected  to  meet  the  convenience  and  needs 
of  the  communities  to  be  served. 
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A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 


Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved 

May  30,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


NORTHEAST  STATE  BANK  OF  ALABAMA, 

Henagar,  Alabama,  and  FNS  Interim  Bank,  National  Association,  Scottsboro,  Alabama 


Names  of  banks  and  type  of  transaction 


Total  assets 


Northeast  State  Bank  of  Alabama,  Henagar,  Alabama,  with .  $  12,868,000 

and  FNS  Interim  Bank,  National  Association,  Scottsboro,  Alabama  (21147),  which  had .  120,000 

merged  June  30,  1986,  under  charter  8963  and  title  “The  First  National  Bank,  Scottsboro,  Alabama,”  Scottsboro, 

Alabama.  The  merged  bank  at  date  of  merger  had .  108,383,000 


★ 


★ 
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Changes  in  the  structure  of  the  national  banking  system,  by  states,  January  1  to  June  30,  1986 


In 

operation 
Dec.  31, 
1985 

Organized 
and  opened 
for  business 

Merged 

Voluntary 

liquidations 

Payouts 

12  USC  214 

In  operation 
June  30.  1986 

Converted  to 
state  banks 

Merged  with 
state  banks 

Alabama  . 

59 

1 

0 

0 

0 

0 

0 

60 

Alaska . 

6 

0 

0 

0 

0 

0 

0 

6 

Arizona  . 

14 

1 

0 

0 

0 

0 

0 

15 

Arkansas  . 

81 

1 

0 

0 

0 

0 

0 

82 

California . 

170 

2 

1 

0 

0 

0 

2 

169 

Colorado . 

241 

6 

2 

0 

0 

0 

0 

245 

Connecticut . 

17 

0 

0 

0 

0 

0 

0 

17 

Delaware . 

16 

0 

0 

0 

0 

0 

0 

16 

District  of  Columbia  .  . 

18 

0 

0 

0 

0 

0 

0 

18 

Florida . 

182 

10 

17 

0 

0 

0 

0 

175 

Georgia 

54 

3 

0 

0 

0 

0 

0 

57 

Hawaii . 

3 

0 

0 

0 

0 

0 

0 

3 

Idaho . 

7 

0 

0 

0 

0 

0 

0 

7 

Illinois . 

400 

0 

0 

0 

0 

0 

0 

400 

Indiana . 

110 

0 

1 

0 

0 

1 

0 

108 

Iowa . 

111 

1 

1 

0 

1 

1 

3 

106 

Kansas  . 

170 

3 

0 

0 

1 

2 

1 

169 

Kentucky . 

79 

0 

0 

0 

0 

0 

1 

78 

Louisiana . 

71 

1 

1 

0 

0 

0 

0 

71 

Maine . 

8 

0 

0 

0 

0 

0 

0 

8 

Maryland . 

24 

0 

0 

0 

0 

0 

0 

24 

Massachusetts . 

58 

0 

6 

0 

0 

0 

0 

52 

Michigan . 

119 

0 

0 

0 

0 

0 

0 

119 

Minnesota  . 

212 

1 

1 

0 

0 

0 

0 

212 

Mississippi . 

34 

0 

0 

0 

0 

0 

0 

34 

Missouri . 

127 

1 

9 

0 

0 

1 

3 

115 

Montana . 

55 

1 

0 

0 

0 

0 

0 

56 

Nebraska . 

120 

1 

2 

0 

0 

0 

0 

119 

Nevada  . 

6 

0 

0 

0 

0 

0 

0 

6 

New  Hampshire . 

25 

0 

1 

0 

0 

1 

0 

23 

New  Jersey . 

70 

0 

1 

0 

0 

0 

0 

69 

New  Mexico . 

44 

0 

0 

0 

0 

0 

1 

43 

New  York . 

105 

1 

0 

0 

0 

0 

0 

106 

North  Carolina . 

17 

0 

0 

0 

0 

0 

0 

17 

North  Dakota . 

43 

1 

0 

0 

0 

0 

0 

44 

Ohio . 

145 

0 

2 

0 

0 

0 

0 

143 

Oklahoma  . 

232 

1 

1 

0 

1 

0 

1 

230 

Oregon  . 

8 

0 

0 

0 

0 

0 

0 

8 

Pennsylvania . 

185 

0 

0 

0 

0 

0 

0 

185 

Rhode  Island . 

6 

0 

0 

0 

0 

0 

0 

6 

South  Carolina . 

20 

1 

0 

0 

0 

0 

0 

21 

South  Dakota 

25 

0 

0 

0 

0 

0 

0 

25 

Tennessee  . 

59 

1 

0 

0 

0 

0 

0 

60 

Texas . 

1,059 

25 

6 

0 

2 

3 

2 

1,071 

Utah . 

7 

0 

0 

0 

0 

0 

0 

7 

Vermont . 

12 

0 

0 

0 

0 

0 

0 

12 

Virginia . 

46 

1 

0 

0 

0 

0 

1 

46 

Washington  . 

25 

0 

1 

0 

0 

0 

0 

24 

West  Virginia . 

98 

0 

1 

0 

0 

0 

0 

97 

Wisconsin  . 

121 

0 

0 

0 

0 

0 

1 

120 

Wyoming . 

60 

0 

1 

0 

0 

0 

2 

57 

United  States  . 

4,984 

64 

55 

0 

5 

9 

18 

4,961 

NOTES:  Organized  and  opened  for  business  includes  all  state  banks  converted  to  national  banks  as  well  as  all  newly-formed  national  banks 
The  title  "merged”  is  a  generic  term  and  includes  all  mergers,  consolidations  and  purchase  and  assumptions  where  the  resulting  institu¬ 
tion  is  a  nationally  chartered  bank.  Also  included  in  this  column  are  immediate  FDIC  assisted  "merger"  transactions  where  the  resulting 
institution  is  a  nationally  chartered  bank. 

Voluntary  liquidations  include  only  straight  liquidations  of  national  banks  No  liquidations  pursuant  to  a  purchase  and  assumption  trans 
action  are  included  in  this  total.  Liquidations  resulting  from  purchase  and  assumptions  are  included  in  the  "merged"  columns 
Payouts  include  all  failed  national  banks  where  FDIC  is  named  receiver  and  no  other  depository  institution  is  named  as  successor 
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Branches'  of  national  banks,  by  states,  January  1  to  June  30,  1986 


Branches  operating 
at  beginning  of 
period 

Number  of  de  novo 
branches  opened 

Branches  acquired 
through  merger  or 
conversion 

Existing  branches 
closed  or  converted 

Branches  operating 
at  end  of  period 

Alabama 

490 

6 

0 

2 

494 

Alaska 

97 

0 

0 

3 

94 

Arizona 

409 

10 

0 

0 

419 

Arkansas 

215 

3 

1 

0 

219 

California 

2,620 

25 

0 

29 

2,616 

Colorado 

46 

0 

0 

1 

45 

Connecticut 

339 

0 

0 

0 

339 

Delaware 

14 

0 

0 

0 

14 

District  of  Columbia 

168 

0 

0 

0 

168 

Florida 

1,454 

43 

0 

73 

1,424 

Georgia 

554 

10 

0 

6 

558 

Hawaii . 

11 

0 

0 

0 

11 

Idaho . 

195 

0 

0 

0 

195 

Illinois . 

279 

4 

0 

4 

279 

Indiana . 

570 

13 

0 

2 

581 

Iowa  . 

117 

1 

0 

3 

115 

Kansas 

86 

0 

5 

3 

88 

Kentucky . 

279 

2 

0 

1 

280 

Louisiana 

326 

3 

0 

0 

329 

Maine  . 

90 

1 

0 

0 

91 

Maryland . 

548 

4 

0 

0 

552 

Massachusetts . 

530 

10 

0 

0 

540 

Michigan . 

943 

3 

0 

9 

937 

Minnesota 

148 

1 

1 

2 

14o 

Mississippi . 

313 

3 

0 

3 

313 

Missouri . 

152 

10 

0 

8 

154 

Montana  . 

11 

0 

0 

1 

10 

Nebraska 

39 

0 

0 

26 

13 

Nevada 

93 

1 

0 

2 

92 

New  Hampshire 

112 

4 

0 

1 

115 

New  Jersey 

1,113 

24 

0 

0 

1,137 

New  Mexico  . 

133 

0 

0 

0 

133 

New  York . 

2,063 

15 

0 

0 

2,078 

North  Carolina 

1,010 

13 

0 

15 

1,008 

North  Dakota  . 

31 

0 

1 

0 

32 

Ohio . 

1,692 

17 

0 

27 

1,682 

Oklahoma  . 

70 

0 

0 

0 

70 

Oregon 

364 

2 

0 

1 

365 

Pennsylvania 

1,582 

10 

0 

0 

1,59*: 

Rhode  Island 

125 

1 

0 

U 

South  Carolina 

390 

7 

0 

i 

396 

South  Dakota 

101 

0 

0 

0 

101 

Tennessee 

477 

3 

0 

5 

475 

Texas 

58 

7 

0 

1 

64 

Utan  . 

179 

0 

0 

1 

178 

Vermont . 

54 

1 

0 

0 

55 

Virginia 

Washington 

746 

665 

7 

4 

0 

0 

8 

10 

745 

659 

West  Virginia 

Wisconsin  . 

89 

133 

8 

2 

0 

0 

1 

2 

yo 

133 

Wyoming 

0 

0 

0 

0 

0 

Total 

22,323 

278 

8 

251 

22,358 

'Does  not  include  CBCT  or  foreign  branches. 
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CBCT *  branches  of  national  banks,  by  states,  January  1  to  June  30,  1986 


Branches  operating 
at  beginning  of 
period 

Number  of  de  novo 
CBCTs  opened 

Branches  acquired 
through  merger  or 
conversion 

Existing  CBCTs 
closed  or  converted 

Branches  operating 
at  end  of  period 

Alabama 

47 

4 

0 

0 

51 

Alaska . 

8 

0 

0 

0 

8 

Arizona  . 

22 

0 

0 

0 

22 

Arkansas 

21 

0 

0 

0 

21 

California . 

98 

13 

0 

13 

98 

Colorado 

68 

9 

0 

0 

77 

Connecticut . 

61 

5 

0 

0 

66 

Delaware . 

36 

1 

0 

0 

37 

District  of  Columbia 

29 

0 

0 

0 

29 

Florida  . 

224 

8 

0 

60 

172 

Georgia . 

76 

2 

0 

19 

59 

Hawaii . 

0 

0 

0 

0 

0 

Idaho  . 

3 

1 

0 

0 

4 

Illinois . 

109 

8 

0 

3 

114 

Indiana . 

40 

4 

0 

0 

44 

Iowa . 

121 

18 

0 

1 

138 

Kansas . 

83 

2 

1 

1 

85 

Kentucky . 

25 

5 

0 

1 

29 

Louisiana . 

36 

0 

0 

0 

36 

Maine  . 

80 

13 

0 

0 

93 

Maryland . 

45 

1 

0 

0 

46 

Massachusetts 

259 

33 

0 

0 

292 

Michigan . 

178 

17 

0 

4 

191 

Minnesota . 

148 

26 

0 

0 

174 

Mississippi . 

8 

0 

0 

2 

6 

Missouri . 

8 

0 

0 

0 

8 

Montana . 

28 

6 

0 

1 

33 

Nebraska . 

167 

6 

0 

25 

148 

Nevada 

32 

11 

0 

1 

42 

New  Hampshire  . 

7 

3 

0 

0 

10 

New  Jersey . 

34 

4 

0 

0 

38 

New  Mexico  . 

11 

0 

0 

0 

11 

New  York . 

279 

11 

0 

0 

290 

North  Carolina . 

45 

4 

0 

17 

32 

North  Dakota . 

21 

4 

0 

0 

25 

Ohio . 

185 

14 

0 

10 

189 

Oklahoma 

205 

0 

0 

0 

205 

Oregon  . 

151 

4 

0 

3 

152 

Pennsylvania . 

227 

15 

0 

0 

242 

Rhode  Island . 

3 

1 

0 

0 

4 

South  Carolina . 

42 

0 

0 

0 

42 

South  Dakota 

21 

3 

0 

0 

24 

Tennessee 

82 

1 

0 

4 

79 

Texas . 

197 

0 

0 

0 

197 

Utah . 

6 

1 

0 

0 

7 

Vermont  . 

1 

0 

0 

0 

1 

Virginia  . 

36 

0 

0 

6 

30 

Washington 

110 

187 

0 

1 

296 

West  Virginia . 

63 

4 

0 

0 

67 

Wisconsin  . 

87 

17 

0 

2 

102 

Wyoming 

0 

0 

0 

0 

0 

Total . 

3.873 

466 

1 

174 

4.166 

'Customer-bank  communications  terminal. 
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Federal  branches  and  agencies  of  foreign  banks,  by  state 
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Sfafe  agency  to  limited 
Federal  branch 
California 
New  York 


Applications  for  national  bank  charters,  January  1  to  June  30,  1986 


Received 

Approved 

Denied 

Charters 

issued 

State-chartered 

banks 

converted  to 
national  banks 

Trust 

companies * 

Nonbank 

banks' 

Alabama 

1 

0 

0 

1 

0 

0 

0 

Alaska 

0 

0 

0 

0 

0 

0 

0 

Arizona 

0 

0 

0 

1 

0 

0 

0 

Arkansas  . 

2 

1 

0 

0 

1 

0 

0 

California . 

6 

0 

1 

1 

1 

0 

0 

Colorado 

2 

1 

2 

6 

0 

0 

0 

Connecticut . 

0 

0 

0 

0 

0 

0 

0 

Delaware 

1 

1 

0 

0 

0 

0 

1 

District  of  Columbia 

12 

0 

0 

0 

0 

0 

1 

Florida 

8 

9 

0 

9 

1 

1 

0 

Georgia . 

1 

0 

0 

0 

3 

0 

0 

Hawaii . 

0 

0 

0 

0 

0 

0 

0 

Idaho . 

0 

0 

0 

0 

0 

0 

0 

Illinois  . 

0 

0 

0 

0 

0 

0 

0 

Indiana 

0 

0 

0 

0 

0 

0 

0 

Iowa . 

1 

0 

0 

1 

0 

0 

0 

Kansas  . 

0 

0 

0 

0 

3 

0 

0 

Kentucky . 

0 

0 

0 

0 

0 

0 

0 

Louisiana . 

1 

1 

0 

1 

0 

0 

0 

Maine . 

0 

0 

0 

0 

0 

0 

0 

Maryland . 

1 

0 

0 

0 

0 

0 

1 

Massachusetts  . 

1 

0 

0 

0 

0 

0 

0 

Michigan . 

0 

0 

3 

0 

0 

0 

0 

Minnesota 

0 

0 

0 

0 

1 

0 

0 

Mississippi . 

0 

0 

0 

0 

0 

0 

0 

Missouri . 

1 

1 

0 

0 

1 

0 

0 

Montana 

2 

1 

0 

1 

0 

0 

0 

Nebraska . 

0 

0 

0 

1 

0 

0 

0 

Nevada . 

0 

1 

0 

0 

0 

0 

0 

New  Hampshire . 

0 

0 

0 

0 

0 

0 

New  Jersey . 

1 

1 

0 

0 

0 

0 

0 

New  Mexico . 

0 

0 

0 

0 

0 

0 

0 

New  York . 

0 

0 

0 

1 

0 

0 

0 

North  Carolina . 

0 

0 

0 

0 

0 

0 

0 

North  Dakota . 

0 

0 

0 

0 

1 

0 

0 

Ohio  . 

0 

0 

0 

0 

0 

0 

0 

Oklahoma . 

0 

0 

1 

1 

0 

0 

0 

Oregon . 

0 

0 

0 

0 

0 

0 

0 

Pennsylvania . 

0 

0 

0 

0 

0 

0 

0 

Rhode  Island 

0 

0 

0 

0 

0 

0 

0 

South  Carolina  . 

1 

0 

1 

0 

1 

0 

0 

South  Dakota 

0 

1 

0 

0 

0 

0 

0 

Tennessee 

0 

0 

0 

1 

0 

0 

0 

Texas . 

7 

10 

0 

25 

0 

0 

0 

Utah 

0 

0 

0 

0 

0 

0 

0 

Vermont . 

0 

0 

0 

0 

0 

0 

0 

Virginia  . 

2 

1 

0 

1 

0 

0 

1 

Washington . 

West  Virginia 

Wisconsin 

0 

2 

1 

1 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Wyoming 

0 

0 

0 

0 

0 

0 

0 

Total . 

54 

31 

8 

51 

13 

1 

4 

‘These  figures  are  included  in  the  figures  for  received,  approved,  denied  and  newly  organized 
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Applications  for  new  national  bank  charters,  approved  and  rejected,  by  states,  January  1  to  June  30,  1986 


Approved  Rejected 


ARKANSAS 

The  Bank  of  Fayetteville.  National 
Association,  Fayetteville .  6/9  - 

CALIFORNIA 

Rancho  Dominguez  Bank.  National 
Association,  Carson .  .  3/31 

COLORADO 

National  Bank  of  Commerce,  Denver  -  6/20 

Nederland  National  Bank,  Nederland  3/25  - 

First  National  Bank  of  Niwot,  Niwot .  .  6/27 

DELAWARE 

First  Atlanta  Bank  National  Association, 

New  Castle  3/24  - 

FLORIDA 

Ameritrust  Southeast  National  Association, 

Tampa .  5/28  - 

First  National  Bank  of  Manatee,  Bradenton  2/6  - 

First  National  Bank  of  Pasco,  Dade  City  1/17  - 

Security  National  Bank  of  America, 

Maitland .  1/10  - 

Trustcorp  of  Florida,  National  Association, 

Naples .  4/4 

Peoples  National  Bank  of  Niceville, 

Niceville .  1/8 

Liberty  National  Bank  of  Orlando,  Orlando  1/31 

Seminole  National  Bank,  Sanford  1/15 

Guaranty  National  Bank  of  Tallahassee, 

Tallahassee  4/7  - 

LOUISIANA 

Louisiana  Guaranty  National  Bank, 

Mandeville .  5/30 

MICHIGAN 

Cadillac  National  Bank,  Cadillac .  .  6/13 

Kalkaska  National  Bank,  Kalkaska  -  4/14 

Victorian  National  Bank,  Manistee .  .  4/14 

MISSOURI 

Northland  National  Bank,  Gladstone .  5/5  - 


Approved  Rejected 


MONTANA 

Blackfeet  National  Bank,  Browning  5/12 

NEVADA 

Laughlin  National  Bank,  Laughlin  4/25 

NEW  JERSEY 

Hunterdon  National  Bank,  Clinton 
Township .  5/14 

OKLAHOMA 

Shartel  National  Bank,  Oklahoma  City .  .  6/20 

SOUTH  CAROLINA 

First  Bank  National,  North  Myrtle  Beach  .  -  4/10 

SOUTH  DAKOTA 

Independence  One  Bank,  National 
Association,  Rapid  City .  5/9 

TEXAS 

Fair  Oaks  National  Bank,  Bexar  County  4/8  - 

Interstate  National  Bank,  Dallas .  6/9 

Farmersville  National  Bank,  Farmersville  4/30 

First  National  Bank,  Fredericksburg  4/8  - 

United  Commerce  Bank,  National 

Association,  Highland  Village .  2/3  - 

Pan  Asian  National  Bank,  Houston  .  4/22 

Victorian  Heights  National  Bank,  Houston  .  5/30 

Great  Western  National  Bank,  Lewisville  5/22  - 

Northeast  National  Bank,  Mesquite .  1/10 

First  National  Bank  of  Red  Oak,  Red  Oak  5/23  - 

VIRGINIA 

The  National  Bank  of  Northern  Virginia, 

Sterling .  6/4 

WASHINGTON 

North  Cascades  National  Bank,  Chelan  3/25 

WEST  VIRGINIA 

First  West  Virginia  Bank  National  Associa¬ 
tion,  Buckhannon,  Buckhannon .  2/18 
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New  national  bank  charters  issued,  by  states,  January  1  to  June  30,  1986 


Charter 

number 

Date 

open 

Title  and  location  ol  bank 

Charter 

number 

Date 

open 

Title  and  location  of  bank 

ALABAMA 

NEW  YORK 

21030 

3/20 

The  Bank  of  Mobile,  National  Association, 

20547 

3/17 

Delta  National  Bank  and  Trust  Company 

Mobile 

of  New  York,  New  York 

ARIZONA 

OKLAHOMA 

21023 

5/19 

Gateway  National  Bank,  Phoenix 

20063 

1/27 

Mid  City  Bank,  National  Association, 

Midwest  City 

CALIFORNIA 

18608 

6/1 

BT  Trust  Company  of  California,  National 

TENNESSEE 

Association,  Los  Angeles 

18723 

1/1 

First  American  Trust  Company,  National 

COLORADO 

Association,  Nashville 

20534 

1/6 

Firstbank  of  Breckenridge,  National 

TEXAS 

Association,  Breckenridge 

20885 

4/1 

National  Bank  of  the  West,  Colorado 

20506 

2D  A 

Onion  Creek  National  Bank,  Austin 

Springs 

20416 

2/12 

Citizens  National  Bank,  Benbrook 

20967 

4/11 

Firstbank  of  Cherry  Creek,  National 

20508 

4/25 

First  National  Bank-Big  Lake,  Big  Lake 

Association,  Denver 

21273 

6/19 

First  National  Bank  of  Borger,  Borger 

21258 

5/23 

First  Interstate  Bank  of  Centennial, 

20938 

5/15 

East  Park  National  Bank,  Dallas 

National  Association,  Englewood 

20238 

3/12 

Search  National  Bank,  Dallas 

20921 

6/20 

Park  National  Bank,  Estes  Park 

20415 

1/27 

Bank  of  Desoto,  National  Association, 

20903 

3/27 

Firstbank  at  88th/Wadsworth,  National 

Desoto 

Association,  Westminster 

20513 

4/3 

First  National  Bank  of  Ennis,  Ennis 

20193 

6/30 

Riverbend  Bank,  National  Association, 

FLORIDA 

Fort  Worth 

20421 

2/13 

Riverside  National  Bank,  Grand  Prairie 

20923 

4/21 

Boca  Raton  First  National  Bank,  Boca 

20931 

3/17 

City  National  Bank,  Houston 

Raton 

21233 

4/24 

City  National  Bank  of  Irving,  Irving 

20942 

All 

The  National  Bank  of  Lee  County,  Fort 

20438 

6/16 

First  National  Bank  of  Kennedale, 

Myers 

Kennedale 

20012 

4/8 

First  National  Bank  of  Hollywood, 

20650 

2/28 

First  Madtsonville  National  Bank, 

Hollywood 

Madisonville 

20496 

4/4 

Community  National  Bank,  Lake  City 

20069 

2/6 

Rancho  Viejo  National  Bank,  Olmito 

20455 

6/9 

The  Private  Bank  and  Trust,  National 

18546 

3/3 

First  Western  National  Bank,  Plano 

Association,  Miami 

20992 

4/4 

Republicbank  Preston  North,  National 

18630 

3/24 

Citizens  National  Bank  of  Naples,  Naples 

Association,  Plano 

21041 

6/16 

Peoples  National  Bank  of  Niceville, 

21015 

6/2 

Cattleman's  National  Bank,  Round 

Niceville 

Mountain 

20613 

2/7 

Ocala  National  Bank,  Ocala 

18729 

4/2 

Crown  Bank,  National  Association,  San 

21177 

2/14 

The  Chase  Bank  of  Florida,  National 

Antonio 

Association,  St.  Petersburg 

18662 

6/26 

Allied  Bank  Northwest  National 

Association,  San  Antonio 

IOWA 

20431 

3/3 

Security  Bank  East,  National  Association, 

San  Antonio 

21239 

5/1 

American  National  Bank,  Bedford 

20441 

4/11 

Oak  Hill  National  Bank,  Travis  County 

20482 

5/27 

1st  National  Bank  of  Clear  Lake.  Webster 

LOUISIANA 

20078 

1/29 

First  National  Bank,  Wichita  Falls 

20849 

6/9 

Parish  National  Bank  of  St  Tammany,  Slidell 

20472 

2/3 

Windthorst  National  Bank,  Windthorst 

MONTANA 

VIRGINIA 

21259 

5/30 

First  Citizens  Bank  National  Association, 

20934 

5/1 

Central  Fidelity  Bank,  National  Association, 

Columbia  Falls 

Henrico  County 

NEBRASKA 

20866 

1/6 

Deposit  Guaranty  Omaha,  National 

Association,  Omaha 
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State-chartered  banks  converted  to  national  banks,  by  states,  January  1  to  June  30,  1986 


Title  and  location  of  bank 

Effective  date 

Total  assets 

Total.  13  banks  . 

$1,896,574,000 

ARKANSAS 

First  National  Bank  of  the  Ozarks  (18552),  conversion  of  Citizens  Bank  and  Trust  Company, 

Flinmn  . 

1/9 

21.886,000 

CALIFORNIA 

Metropolitan  National  Bank  (20886),  conversion  of  Metropolitan  Thrift  and  Loan  Association, 
Oakland  . 

6/9 

12,592,000 

FLORIDA 

Comerica  Trust  Company  of  Florida,  National  Association  (21093),  conversion  of  Comerica 

Trust  Company  of  Florida,  Boca  Raton . 

6/12 

2.214,000 

GEORGIA 

Trust  Company  Bank  of  South  Georgia,  National  Association  (14907),  conversion  of  Bank  of 
Worth  County.  Albany . 

1/17 

31,470,000 

First  Union  National  Bank  of  Georgia  (21161),  conversion  of  Citizens  DeKalb  Bank, 

Clarkston . 

4/1 

41,562,000 

First  South  Bank,  National  Association  (21032),  conversion  of  First  South  Bank,  Fort  Valley  . 

3/17 

49,412,000 

KANSAS 

Bank  IV  Newton,  National  Association  (21131),  conversion  of  The  Kansas  State  Bank, 

Npwton  . 

3/31 

79,396,000 

Bank  IV  Olathe,  National  Association  (21129),  conversion  of  Patrons  State  Bank  &  Trust 

Co  Olathe . 

3/31 

133,811,000 

Bank  IV  Salma,  National  Association  (21130),  conversion  of  Planters  Bank  and  Trust 

Cnmnanv  Salina  . 

3/31 

102,481,000 

MINNESOTA 

Norwest  Bank  East  St.  Paul,  National  Association  (21126),  conversion  of  Norwest  Bank 

East  St  Paul,  St.  Paul . 

5/1 

86,860,000 

MISSOURI 

Gravois  Mercantile  National  Bank  (21073),  conversion  of  Gravois  Mercantile  Bank, 

St  Louis  . 

1/15 

272,991,000 

NORTH  DAKOTA 

Norwest  Bank  Hillsboro,  National  Association  (21124),  conversion  of  Norwest  Bank 

Hilkhnrn  Hillshoro  . 

5/1 

38,531,000 

SOUTH  CAROLINA 

First  Union  National  Bank  of  South  Carolina  (21183),  conversion  of  Southern  Bank  and  Trust 
Company,  Greenville . 

4/7 

1,023,368,000 
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Mergers  *,  January  1  to  June  30,  1986 


Transactions  involving  two 
or  more  operating  banks 

Transactions  involving  a 
single  operating  bank 

Total 

Received 

83 

65 

148 

Approved . 

82 

64 

146 

Denied 

0 

0 

0 

Abandoned 

3 

0 

3 

Consummated 

86 

56 

142 

’Mergers  is  a  generic  term  which  includes  mergers,  consolidations  and  purchases  and  assumptions. 
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Mergers  consummated  involving  two  or  more  operating  banks,  January  1  to  June  30,  1986 

(Dollar  amounts  in  thousands) 


Date 

Consummated 

ALABAMA 


Merging  Banks 
Resulting  Bank 


Total  Assets 


June  30 


FNS  Interim  Bank,  National  Association,  Scottsboro  (21147) 

Northeast  State  Bank  of  Alabama,  Henagar 

The  First  National  Bank,  Scottsboro,  Alabama,  Scottsboro  (8963) 


$  120 
12,868 
108,383 


May  30 


April  1 1 


May  9 


May  23 


CALIFORNIA 

Crocker  National  Bank,  San  Francisco  (1741) . 

Wells  Fargo  Bank,  National  Association,  San  Francisco  (15660) 

Wells  Fargo  Bank,  National  Association,  San  Francisco  (1741) . 

COLORADO 

First  National  Bank  in  Grand  Junction,  Grand  Junction  (13902)  . 

First  National  Bank-North  in  Grand  Junction,  Grand  Junction  (16054) 

First  National  Bank  in  Grand  Junction,  Grand  Junction  (13902)  . 

The  First  National  Bank  of  Glenwood  Springs,  Glenwood  Springs  (3661)  .  . 

First  National  Bank  in  Battlement  Mesa,  Parachute  (17203) . 

First  National  Bank  of  Glenwood  Springs,  Glenwood  Springs  (3661) 

First  Interstate  Bank  of  Centennial,  National  Association,  Englewood  (21258) 

Centennial  State  Bank  of  Colorado,  Englewood  . 

First  Interstate  Bank  of  Centennial,  National  Association,  Englewood  (21258) 


18,999,000 

23,502,000 

42,084,000 


107,442 

32,433 

129,555 

114,683 

3,632 

118,315 

NA 

22,000 

NA 


January  1 
January  1 
February  3 
February  14 
February  14 

March  1 

March  8 

March  18 

March  21 

April  18 
April  28 
April  28 

May  17 
Ma/  19 

June  4 


FLORIDA 

Lincoln  First  Trust  Company  of  Florida  N  A,,  Boca  Raton  (17260) . 

The  Chase  Manhattan  Trust  Company  of  Florida,  National  Association,  Boca  Raton  (17674)  . 
The  Chase  Manhattan  Trust  Company  of  Florida,  National  Association,  Palm  Beach  (17674) 

Southeast  Bank  of  St  John’s  County,  Ponte  Vedra  Beach . 

Southeast  Bank,  National  Association,  Miami  (15638) . 

Southeast  Bank,  National  Association,  Miami  (15638) . 

PNC  Trust  of  Florida  National  Association,  Tampa  (18038)  . 

Northeastern  Trust  Company  of  Florida,  National  Association,  Vero  Beach  (17562) . 

PNC  Trust  Company  of  Florida,  National  Association,  Tampa  (18038)  . 

National  Bank  of  Florida,  Miami  (14771) . 

Pan  American  Bank  National  Association,  Miami  (16442) . 

Pan  American  Bank  National  Association,  Miami  (16442) . 

The  Chase  Bank  of  Florida,  National  Association,  St.  Petersburg  (21177) . 

Park  Bank  of  Florida,  St.  Petersburg  . 

The  Chase  Bank  of  Florida,  National  Association,  St.  Petersburg  (21177) . 

Sun  Bank/South  Florida  National  Association,  Wilton  Manors  (14732) . 

Sun  Bank/Palm  Beach  County  National  Association,  Delray  Beach  (14556) . 

Sun  Bank/South  Florida,  National  Association,  Fort  Lauderdale  (14732) . 

Pan  American  Bank  of  Jacksonville  National  Association,  Jacksonville  (21022) . 

NCNB  National  Bank  of  Florida,  Tampa  (17775) . 

NCNB  National  Bank  of  Florida,  Tampa  (17775) . 

Bank  of  Boston  Trust  Company  of  Southwest  Florida,  N.A.,  Sarasota  (17240) 

Bank  of  Boston-Florida  National  Association,  Palm  Beach  (17277) . 

Bank  of  Boston-Florida,  National  Association,  Palm  Beach  (17277) . 

Gulf  Coast  National  Bank,  Sarasota  (15107) . 

National  Bank  of  Sarasota  National  Association,  Sarasota  (14844) 

National  Bank  of  Sarasota,  Sarasota  (15107) . 

American  National  Bank  of  Jacksonville,  Jacksonville  (14464) . 

Florida  Center  Bank,  Orlando . 

American  National  Bank  of  Florida,  Jacksonville  (14464) 

The  First  Bank  of  Marco  Island  National  Association,  Marco  Island  (17281) . 

First  National  Bank  and  Trust  Company  of  Naples,  Naples  (14770) 

First  National  Bank  and  Trust  Company  of  Naples,  Naples  (14770) 

Gulf  Coast  National  Bank,  Sarasota  (15107) 

South  County  Bank,  South  Venice 
National  Bank  of  Sarasota.  Sarasota  (15107) 

NCNB  National  Bank  of  Florida,  Tampa  (17775) . 

Pan  American  Bank  of  Tampa,  National  Association,  Tampa  (14827) 

Pan  American  Bank  of  Orlando,  National  Association,  Orlando  (14573) 

NCNB  National  Bank  of  Florida,  Tampa  (17775) . 

The  Mall  Bank,  West  Palm  Beach . 

The  First  Bankers  of  Palm  Beach  County,  National  Association,  Boca  Raton  (14924) 

The  First  Bankers  of  Palm  Beach  County.  National  Association,  Boca  Raton  (14924) 

Citrus  Park  Bank,  Hillsborough  County 
Florida  National  Bank,  Jacksonville  (8321) 

Florida  National  Bank,  Jacksonville  (8321) 


654 

910 

1,564 

12,619 

9,870,109 

9,878,083 

2,139 

1,033 

1,840 

85,000 

1,047,000 

1,132,000 

NA 

NA 

NA 

1,053,290 

523,778 

1,577,068 

12,250 

5,418,676 

5,430,926 

1,551 

1,435 

2,986 

134.150 
170,059 
304,209 
329,547 

55,000 

363,147 

36,503 

315,395 

315,395 

310.811 

83,215 

401.150 
5,418,676 

12,250 

308,714 

5,739,592 

80,287 

150,829 

231,079 

36,073 

5,746,517 

5,779,881 
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Date 

Consummated 

Merging  Banks 

Resulting  Bank 

Total  Assets 

Atlantic  National  Bank  of  Florida,  Jacksonville  (6888) 

$  4,458,882 

The  First  Bankers  of  Volusia  County,  N.A.,  New  Smyrna  Beach  (15064) 

41,545 

Atlantic  National  Bank  of  Miami,  Miami  (15020) 

25,604 

The  First  Bankers  of  Polk  County,  Haines  City  ,  . 

179,785 

The  First  Bankers  of  Palm  Beach  County,  National  Association,  Boca  Raton  (14924)  . 

243,451 

The  First  Bankers  of  Florida  National  Association,  Cape  Canaveral  (15288) 

103,811 

The  Bank  of  Pasco  County,  Dade  City 

187,125 

The  First  Bankers  of  Indian  River  County,  Vero  Beach 

143,536 

The  First  Bankers  of  Orange  County  N.A  ,  Winter  Garden  (11389) 

85,478 

The  First  Bankers,  N.A.,  Pompano  Beach  (14723) 

466,147 

The  First  Bankers  of  Tampa  Bay  National  Association,  St.  Petersburg  (14897) 

113,256 

June  9 

Atlantic  National  Bank  of  Florida,  Jacksonville  (6888) . 

6,005,263 

Rutland  Bank,  St.  Petersburg . 

461,881 

First  Florida  Bank  National  Association,  Tampa  (3497) 

4,060,376 

June  28 

First  Florida  Bank,  National  Association,  Tampa  (3497) 

IDAHO 

4,547,914 

The  Idaho  First  National  Bank,  Boise  (1668)  .  .  . 

2.844,555 

First  Bank  &  Trust  of  Idaho,  Malad  City . 

55,867 

May  9 

The  Idaho  First  National  Bank,  Boise  (1668) . 

ILLINOIS 

NA 

Ashmore  State  Bank,  Ashmore . 

6,686 

The  Charleston  National  Bank,  Charleston  (14024) 

114,135 

January  17 

The  Charleston  National  Bank,  Charleston  (14024) 

120,811 

United  Bank  of  Illinois,  National  Association,  Rockford  (14533) . 

124,438 

United  Bank  of  Rockford,  Rockford . 

21,071 

February  28 

United  Bank  of  Illinois,  National  Association,  Rockford  (14533) . 

145,009 

First  National  Bank  of  Metamora,  Metamora  (14469) . 

35,716 

Peoples  State  Bank  of  Roanoke,  Roanoke 

18,003 

May  31 

First  National  Bank  of  Woodford  County,  Metamora  (14469) . 

53,719 

First  Farmers  National  Bank  of  Knoxville,  Knoxville  (3287) . 

38,306 

Bank  of  Galesburg,  Galesburg . 

50,552 

June  2 

First  Midwest  Bank/Knox  County,  National  Association,  Galesburg  (3287)  . 

INDIANA 

88,858 

Southern  Indiana  Bank  and  Trust  Company,  Evansville . 

10,340 

Old  National  Bank  in  Evansville,  Newburgh  (12444) . 

724,232 

February  28 

Old  National  Bank  in  Evansville,  Evansville  (12444) . 

734,572 

Industrial  National  Bank  of  East  Chicago,  East  Chicago  (16760) . 

7,780 

Mercantile  National  Bank  of  Indiana,  Hammond  (14529) . 

352,843 

April  3 

Mercantile  National  Bank  of  Indiana,  Hammond  (14529) . 

361,623 

The  Etna  Bank  Etna  Green  . 

26,000 

190,000 

First  National  Bank  of  Warsaw,  Warsaw  (14382) . 

June  30 

First  National  Bank  of  Warsaw,  Warsaw  (14382) . 

IOWA 

216,000 

American  National  Bank,  Bedford  (21239)  .  . 

NA 

The  Bedford  National  Bank,  Bedford  (5165) . 

19,323 

May  1 

American  National  Bank,  Bedford  (21239) . 

NA 

Gilbertville  Savings  Bank,  Gilbertville . 

21,118 

The  National  Bank  of  Waterloo,  Waterloo  (13702) . 

306,586 

June  1 

The  National  Bank  of  Waterloo,  Waterloo  (13702) . 

KENTUCKY 

326,823 

The  Bank  of  Commerce  and  Trust  Company,  Lexington . 

171,088 

The  Second  National  Bank  and  Trust  Company  of  Lexington,  Lexington  (2901) 

219,990 

May  17 

Commerce  National  Bank,  Lexington  (2901) . 

LOUISIANA 

391,078 

Security  First  National  Bank,  Alexandria  (14484) . 

135,966 

The  First  National  Bank  of  Ruston,  Ruston  (11795) 

29.869 

April  10 

Security  First  National  Bank,  Alexandria  (14484) 

165.835 

Bossier  Bank  and  Trust  Company,  Bossier  City 

194,399 

The  First  National  Bank  of  Shreveport,  Shreveport  (3595) 

1,082,491 

June  13 

The  First  National  Bank  of  Shreveport,  Shreveport  (3595) 

1,276,890 
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Mergers  consummated  involving  two  or  more  operating  banks,  January  1  to  June  30,  1986  —  continued 

(Dollar  amounts  in  thousands) 


Date 


Consummated 


MASSACHUSETTS 


Merging  Banks 
Resulting  Bank 


Total  Assets 


April  18 


June  20 


June  27 


June  27 


The  First  National  Bank  of  Boston,  Boston  (200) . 

Bank  of  Boston-Bristol  National  Association,  New  Bedford  (17578) 

The  First  National  Bank  of  Boston,  Boston  (200) 

The  First  National  Bank  of  Boston,  Boston  (200) 

Bank  of  Boston-Western  Massachusetts,  National  Association,  Springfield  (1939) 

The  First  National  Bank  of  Boston,  Boston  (200) . 

Bank  of  New  England-Bristol  County,  N  A.,  Fall  River  (590) . 

Bank  of  New  England-North  Shore.  Gloucester  . 

Bank  of  New  England-Barnstable  County,  National  Association,  Hyanms  (13395) 
Bank  of  New  England-Worcester  County,  National  Association,  Boston  (13733) 

Bank  of  New  England-Hancock,  Quincy . 

Bank  of  New  England-Bay  State  National  Association,  Lawrence  (1014) . 

Bank  of  New  England-Bay  State,  National  Association,  Lawrence  (1014) . 

Bank  of  New  England-Bay  State  National  Association,  Lawrence  (1014) 

Bank  of  New  England  National  Association,  Boston  (475) . 

Bank  of  New  England,  National  Association,  Boston  (475) . 


$18,915,000 

327,000 

19,209,000 

20,190,910 

446,354 

20,608,484 

164,198 

138,941 

178,047 

67,446 

424,869 

322,236 

1,295,674 

1,295,674 

6,185,133 

7,144,819 


January  1 


April  30 
May  1 


MICHIGAN 

First  of  America  Bank-Rudyard,  Rudyard  . 

First  of  America  Bank  National  Association,  Sault  Ste.  Marie  (3547)  . 

First  of  America  Bank-Sault  Ste.  Marie,  National  Association,  Sault  Ste  Marie  (3547) 

NBD  Port  Huron  Bank  National  Association,  Port  Huron  (16612)  . 

Peoples  Bank  of  Port  Huron,  Port  Huron  . 

Peoples  Bank  of  Port  Huron  National  Association,  Port  Huron  (16612) . 

Manistique  Lakes  Bank,  Curtis . 

The  First  National  Bank  at  Manistique,  Manistique  (14280)  . 

The  First  National  Bank  at  Manistique,  Manistique  (14280)  . 


14,306 

37,015 

51.322 
24,460 

241,818 

270,709 

12,277 

37.322 
49,583 


MINNESOTA 

Carlton  National  Bank,  Carlton  (15825) 

City  National  Bank  of  Cloquet,  Cloquet  (15230)  . 

February  28  City  National  Bank  of  Cloquet,  Cloquet  (15230) 

Fidelity  Bank  Northeast,  Minneapolis . 

Marquette  Bank  Minneapolis  National  Association,  Minneapolis  (11861) 
May  1  Marquette  Bank  Minneapolis,  National  Association,  Minneapolis  (11861) 


19,319 

29,609 

48,029 

163,202 

1,298,204 

1,450,825 


January  1 


January  1 


February  10 


February  28 


March  13 


MISSOURI 

Commerce  Bank  of  Columbia,  National  Association,  Columbia  (14984) 
Commerce  Bank  of  Tipton  National  Association,  Tipton  (17165) 
Commerce  Bank  of  Columbia,  National  Association,  Columbia  (14984) 
Commerce  Bank  of  St.  Louis  Co.  National  Association,  Clayton  (16945) 
Commerce  Bank  of  St.  Louis  National  Association,  St.  Louis  (16944) 
Commerce  Bank  of  St.  Louis,  National  Association,  Clayton  (16945) 
Centerre  Bank  of  Chesterfield,  Chesterfield 

Centerre  Bank  National  Association,  St.  Louis  (170) . 

Centerre  Bank  of  South  County  National  Association,  St.  Louis  (17304) 

Centerre  Bank  of  Florissant,  Florissant . 

Centerre  Bank  National  Association,  St.  Louis  County  (17304) . 

Mark  Twain  Parkway  Bank,  St.  Louis  County . 

Mark  Twain  South  County  Bank,  St.  Louis  County 

Mark  Twain  St.  Louis  Bank  National  Association,  St.  Louis  (17422) . 

Mark  Twain  Northland  Bank,  Jennings . 

Mark  Twain  National  Bank,  Ladue  (16570) . 

Mark  Twain  St.  Charles  County  Bank  N.A.,  St.  Charles  (16510) 

Mark  Twain  Progress  Bank,  Fenton . 

Mark  Twain  State  Bank,  Bridgeton . 

Mark  Twain  Bank,  National  Association,  Ladue  (16570) . 

Gravois  Mercantile  National  Bank,  St.  Louis  (21073) 

Mercantile  Bank  of  South  County  National  Association,  St.  Louis  (17297) 
Mercantile  Trust  Company  National  Association,  St.  Louis  (15452) 
Mercantile-Commerce  Trust  Company,  St.  Louis 
Lewis  and  Clark  Mercantile  Bank,  St.  Louis  County 
Mercantile  National  Bank  of  St.  Louis  County,  Chesterfield  (16360) 
Clayton  Mercantile  National  Bank.  Clayton  (18006) 

Mercantile  Trust  Company  National  Association,  St.  Louis  (21073) 


55,716 

27,700 

83,916 

1,132,835 

470,596 

1,587,600 

118,929 

3,054,980 

33,296 

148,154 

3,355,229 

104,740 

174,969 

56,329 

126,664 

167,862 

85,446 

63,052 

142,529 

916,091 

269,610 

28,495 

3,852,670 

133,697 

78,852 

149,271 

38,275 

4,354,110 
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Consummated 

Merging  Banks 

Resulting  Bank 
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Boatmen's  Union  National  Bank,  Springfield  (5209) . 

$  481,566 

Boatmen's  Bank  of  Lockwood,  Lockwood  . 

27,562 

Boatmen’s  Bank  of  Aurora,  Aurora . 

67,582 

March  24 

The  Boatmen's  National  Bank  of  Springfield,  Springfield  (5209) . 

575,385 

United  Missouri  Bank  of  St.  Louis  County,  National  Association,  Clayton  (21028) 

210,489 

United  Missouri  Bank  of  St.  Louis,  National  Association,  St.  Louis  (16136) . 

96,857 

United  Missouri  Bank  of  Jefferson  County,  Arnold  . 

56.671 

April  15 

United  Missouri  Bank  of  St.  Louis,  National  Association,  Clayton  (21028) . 

364,017 

The  Boatmen's  National  Bank  of  St.  Louis,  St.  Louis  (12916) 

2,990,968 

General  Bank,  St.  Louis . 

538,558 

General  Bank  of  St  Louis  County,  Clayton 

167,725 

June  2 

The  Boatmen's  National  Bank  of  St.  Louis,  St  Louis  (12916) 

MONTANA 

3,697,239 

First  Citizens  Bank  National  Association,  Columbia  Falls  (21259) . 

NA 

Bank  of  Columbia  Falls,  Columbia  Falls . 

41,470 

May  30 

First  Citizens  Bank  National  Association,  Columbia  Falls  (21259) . 

NEBRASKA 

NA 

The  First  National  Bank  of  Lyons,  Lyons  (6221) . 

24,707 

Uehling  State  Bank,  Uehling . 

2,765 

January  1 

The  First  National  Bank  of  Lyons,  Lyons  (6221) . 

27,472 

First  National  Bank  &  Trust  Company  of  Lincoln,  Lincoln  (1798) . 

975,245 

The  First  National  Bank  of  David  City,  David  City  (2902) . 

1,035,401 

February  1 

First  National  Bank  &  Trust  Company  of  Lincoln,  Lincoln  (1798) 

1,035,401 

Nebraska  National  Bank,  Omaha  (17537) . 

17,325 

The  First  National  Bank  of  Tekamah,  Tekamah  (4324) . 

21,166 

March  6 

Nebraska  National  Bank,  Omaha  (17537) . 

NEW  HAMPSHIRE 

38,491 

Dartmouth  National  Bank,  Hanover  (1145)  . 

105,827 

First  Citizens  National  Bank,  Newport  (888) . 

24,590 

January  10 

Dartmouth  National  Bank,  Hanover  (1 145)  . 

NEW  JERSEY 

130,417 

Valley  National  Bank,  Passaic  (15790) . 

1,123,201 

The  First  National  Bank  and  Trust  Company  of  Kearny,  Kearny  (8627) . 

220,586 

June  6 

Valley  National  Bank,  Passaic  (15790) . 

NEW  YORK 

1,343,786 

Niagara  County  Savings  Bank,  Niagara  Falls . 

275,040 

Norstar  Bank  National  Association,  Buffalo  (15080) . 

1,034,081 

March  3 

Norstar  Bank,  National  Association,  Buffalo  (15080) . 

OHIO 

1,034,081 

Society  National  Bank  of  Cleveland,  Cleveland  (14761) . 

2,417,607 

Centran  Bank  of  Akron,  Akron . 

320,087 

February  17 

Society  National  Bank,  Cleveland  (14761) . 

2,737,595 

Central  National  Bank  of  Cleveland,  Cleveland  (4318) 

2,487,148 

Society  National  Bank,  Cleveland  (14761) . 

2,417,607 

February  18 

Society  National  Bank,  Cleveland  (14761) 

4,513,441 

Society  Bank  of  Southern  Ohio,  Hamilton 

125,996 

Society  Bank  National  Association,  Springfield  (2932) 

348,953 

April  20 

Society  Bank,  National  Association,  Springfield  (2932) . 

474.949 

Society  Bank  National  Association,  Springfield  (2932) . 

479,566 

The  Third  National  Bank  and  Trust  Company  of  Dayton,  Ohio,  Dayton  (10) . 

1,061,147 

April  21 

Society  Bank,  National  Association,  Dayton  (10) . 

OKLAHOMA 

1,540,712 

First  State  Bank,  Cache 

17,118 

The  American  National  Bank  of  Lawton,  Lawton  (12067) 

101,018 

January  9 

The  American  National  Bank  of  Lawton,  Cache  (12067) 

118,633 

Bank  of  Commerce  and  Trust  Company,  Tulsa 

171,000 

The  First  National  Bank  and  Trust  Company  of  Tulsa,  Tulsa  (5171) 

1,214,000 

May  8 

The  First  National  Bank  and  Trust  Company  of  Tulsa,  Tulsa  (5171) 

1 ,380,000 
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Consummated 


Merging  Banks 
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May  30 


The  Liberty  National  Bank  and  Trust  Company  of  Oklahoma  City,  Oklahoma  City  (11230) 

The  First  National  Bank  and  Trust  Company  of  Norman,  Norman  (5248) . 

The  Liberty  National  Bank  and  Trust  Company  of  Oklahoma  City,  Oklahoma  City  (11230) 


$  1,982,629 
68,905 
2,051,534 


January  31 


OREGON 

Canby  Union  Bank,  Canby . 

First  Interstate  Bank  of  Oregon  National  Association,  Canby  (1553) 
First  Interstate  Bank  of  Oregon  National  Association,  Portland  (1553) 


27,501 
5,442,369 
$  5,469,7 
70 


May  3 

February  28 

March  6 

March  10 

March  31 

April  24 
May  9 
May  23 

June  19 

January  24 

January  1 
April  1 

June  1 


January  1 


March  31 


PENNSYLVANIA 

The  Hawley  Bank,  Hawley . 

First  Eastern  Bank,  National  Association,  Wilkes-Barre  (30) . 

First  Eastern  Bank,  National  Association,  Wilkes-Barre  (30) . 

TEXAS 

Republicbank  First  National  Midland,  Midland  (17956) . 

Republicbank  Midland  National  Association,  Midland  (16770) . 

Republicbank  First  National  Midland,  Midland  (17956) . 

First  National  Bank  of  Plainview,  Plainview  (15132)  . 

The  City  National  Bank  of  Plainview,  Plainview  (14015) . 

First  National  Bank  of  Plainview,  Plainview  (15132)  . 

Harlingen  National  Bank  South,  Harlingen  (17453) . 

The  Harlingen  National  Bank,  Harlingen  (14776)  . 

The  Harlingen  National  Bank,  Harlingen  (14776)  . 

Bank  of  Woodforest,  Houston . 

Woodforest  National  Bank,  Houston  (16892) . 

Woodforest  National  Bank,  Houston  (16892) . 

City  National  Bank  of  Irving,  Irving  (21233) . 

First  National  Bank  of  Irving,  Irving  (14979)  . 

City  National  Bank  of  Irving,  Irving  (21233) . 

Bayport  National  Bank,  La  Porte  (16845)  . 

Bayshore  National  Bank  of  La  Porte,  La  Porte  (15468)  . 

Bayshore  National  Bank  of  La  Porte,  La  Porte  (15468)  . 

Texas  American  Bank/Galleria,  Houston . 

Texas  American  Bank/Houston  National  Association,  Houston  (14916) 
Texas  American  Bank/Galleria,  National  Association,  Houston  (14916) 

First  National  Bank  of  Borger,  Borger  (21273)  . 

First  National  Bank  of  Borger,  Borger  (14602)  . 

First  National  Bank  of  Borger,  Borger  (21273)  . 

UTAH 

Pioneer  State  Bank,  Salt  Lake  City . 

Zions  First  National  Bank,  Salt  Lake  City  (4341) . 

Zions  First  National  Bank,  Salt  Lake  City  (4341) . 

VIRGINIA 

Bank  of  Greene,  Ruckersville . 

Jefferson  National  Bank,  Winchester  (6031)  . 

Jefferson  National  Bank,  Charlottesville  (6031) . 

Continental  Bank  and  Trust  Company,  Springfield . 

Dominion  Bank  of  Northern  Virginia  National  Association,  Vienna  (14904) 
Dominion  Bank  of  Northern  Virginia,  National  Association,  Vienna  (14904) 

WASHINGTON 

South  Sound  National  Bank,  Lacey  (15640) . 

Rainier  National  Bank  Seattle,  Seattle  (4375) . 

Rainier  National  Bank,  Seattle  (4375) . 

WEST  VIRGINIA 

National  Bank  of  Monongah  Monongah  (7545) . 

Community  Bank  and  Trust,  National  Association,  Fairmont  (15760) 
Community  Bank  and  Trust,  National  Association,  Fairmont  (15760) 

Greenbnar  Valley  Bank,  Lewisburg . 

The  First  National  Bank  of  Alderson,  Alderson  (5903)  . 

Greenbnar  Valley  National  Bank,  Lewisburg  (5903) 


33,309 

1,202,735 

1,234,456 


814,994 
72,257 
887,251 
75,564 
48,357 
123,921 
9,624 
103,796 
1 1 1 ,920 
40,945 
39,595 
80,540 
NA 
38,462 
NA 
19,030 
86,806 
105,836 
248,567 
379,188 
621,834 
NA 
80,113 
NA 


1 1 ,356 
2,288,123 
2,288,123 


1 1 ,250 
1,074,663 
1,085,913 
28,216 
323,949 
353,244 


82,249 

7,100,373 

7,182,622 


22.312 

177,461 

199,773 

46,261 

36,307 

82.568 
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WYOMING 

First  National  Bank  of  Green  River,  Green  River  (10698) . 

$  25,556 

First  Wyoming  Bank  National  Association-Green  River,  Green  River  (17316) 

5,488 

March  31 

First  Wyoming  Bank  National  Association-Green  River,  Green  River  (17316) . 

30,722 
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Mergers  consummated  involving  a  single  operating  bank,  January  1  to  June  30,  1986 

(Dollar  amounts  in  thousands) 


Date 

Consummated 

Merging  Banks 

Resulting  Bank 

Total  Assets 

January  31 

ALABAMA 

Hamilton  Interim  Bank,  National  Association,  Hamilton 

First  National  Bank  of  Hamilton,  Hamilton 

First  National  Bank  of  Hamilton,  Hamilton  (16579) 

$  26,628 

May  30 

Brewton  Interim  Bank,  National  Association,  Brewton 

First  National  Bank,  Brewton 

The  First  National  Bank,  Brewton  (15797) . 

65,191 

June  30 

FNS  Interim  Bank,  National  Association,  Scottsboro 

The  First  National  Bank,  Scottsboro,  Alabama,  Scottsboro 

The  First  National  Bank,  Scottsboro,  Alabama,  Scottsboro  (8963) . 

94,958 

April  1 

ARIZONA 

National  Bank  of  Tucson,  Tucson 

New  National  Bank  of  Tucson,  Tucson 

National  Bank  of  Tucson,  Tucson  (18440) 

31,254 

January  1 

ARKANSAS 

Interim  National  Bank  of  Arkansas  Little  Rock,  North  Little  Rock 

National  Bank  of  Arkansas  in  North  Little  Rock,  North  Little  Rock 

National  Bank  of  Arkansas  in  North  Little  Rock,  North  Little  Rock  (16941) . 

52,655 

February  28 

CONNECTICUT 

First  National  Bank-CT,  Hartford 

First  National  Bank-CT(lnterim),  Hartford 

First  National  Bank-CT,  Hartford  (14750) . 

47,213 

April  10 

DISTRICT  OF  COLUMBIA 

New  Century  National  Bank,  Washington 

Century  National  Bank,  Washington 

Century  National  Bank,  Washington  (17278) 

37,972 

April  15 

FLORIDA 

Riverside  National  Bank  of  Florida,  Fort  Pierce 

New  Riverside  National  Bank,  Ft.  Pierce 

Riverside  National  Bank,  Ft.  Pierce  (17437)  . 

44,202 

March  14 

GEORGIA 

Chattooga  County  Bank,  National  Association,  Trion 

First  National  Bank  of  Chattooga  County,  Trion 

The  First  National  Bank  of  Chattooga  County,  Trion  (15651) . 

21,274 

March  31 

Interim  National  Bank  of  Waynesboro,  Waynesboro 

The  First  National  Bank  of  Waynesboro,  Waynesboro 

The  First  National  Bank  of  Waynesboro,  Waynesboro  (7899) 

25,708 

May  30 

Polk  Interim  National  Bank,  Cedartown 

The  First  National  Bank,  Cedartown 

The  First  National  Bank  of  Polk  County,  Cedartown  (11833) . 

53,940 

January  31 

ILLINOIS 

FNB  Geneva,  National  Association,  Geneva 

The  First  National  Bank  of  Geneva,  Geneva 

The  First  National  Bank  of  Geneva,  Geneva  (8740)  . 

99,370 

February  28 

First  National  Bank  of  Skokie,  Skokie 

FNBOS  National  Bank,  Skokie 

First  National  Bank  of  Skokie,  Skokie  (14555) . 

340,841 

March  31 

Second  National  Bank  in  Taylorville,  Taylorville 

First  National  Bank  in  Taylorville,  Taylorville 

First  National  Bank  in  Taylorville,  Taylorville  (14769) 

40,601 

May  19 

First  National  Bank  of  Oglesby,  Oglesby 

FBO  National  Bank,  Oglesby 

First  National  Bank  of  Oglesby,  Oglesby  (14446) 

23,981 

June  2 

FNBO  National  Bank,  Oblong 

The  First  National  Bank  of  Oblong,  Oblong 

The  First  National  Bank  of  Oblong,  Oblong  (8607) 

64,434 

January  31 

INDIANA 

The  Central  National  Bank  of  Green  Castle,  Green  Castle 

Merchants  Acquiring  National  Bank,  Greencastle 

The  Central  National  Bank  of  Greencastle.  Greencastle  (2896) 

81,000 
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Mergers  consummated  involving  a  single  operating  bank,  January  1  to  June  30,  1986  —  continued 

(Dollar  amounts  in  thousands) 


Date 

Consummated 

Merging  Banks 

Resulting  Bank 

Total  Assets 

May  19 

Calumet  National  Bank,  Hammond 

Calumet  National  Interim  Bank,  Hammond 

Calumet  National  Bank,  Hammond  (14379)  . 

$319,017 

May  30 

CNB  Interim  Bank,  National  Association,  Mount  Vernon 

The  Posey  County  National  Bank,  Mount  Vernon,  Mount  Vernon 

The  Posey  County  National  Bank,  Mount  Vernon,  Mount  Vernon  (13542) . 

61,138 

May  31 

The  First  Interim  National  Bank  of  Cloverdale,  Cloverdale 

The  First  National  Bank  of  Cloverdale,  Cloverdale 

The  First  National  Bank  of  Cloverdale,  Cloverdale  (10465) . 

35,957 

May  15 

KENTUCKY 

Interim  Owensboro  National  Bank,  Owensboro 

The  Owensboro  National  Bank,  Owensboro 

The  Owensboro  National  Bank,  Owensboro  (14138) 

284,537 

June  4 

MTS  Bank,  National  Association,  Mount  Sterling 

The  Mt.  Sterling  National  Bank,  Mount  Sterling 

The  Mount  Sterling  National  Bank,  Mount  Sterling  (2185) 

48,666 

February  8 

LOUISIANA 

The  First  National  Bank  of  Abbeville,  Abbeville 

First  Abbeville  National  Bank,  Abbeville 

The  First  National  Bank  of  Abbeville,  Abbeville  (5807) . 

82,007 

May  2 

New  Acadiana  National  Bank,  Lafayette 

Acadiana  National  Bank,  Lafayette 

Acadiana  National  Bank,  Lafayette  (18087) . 

35,177 

May  3 

MARYLAND 

Dominion  Bank  of  Maryland,  National  Association,  Rockville 

State  National  Bank  of  Maryland,  Rockville 

State  National  Bank  of  Maryland,  Rockville  (14864) . 

170,889 

January  13 

MICHIGAN 

FIN  Bank,  National  Association,  Detroit 

First  Independence  National  Bank  of  Detroit,  Detroit 

First  Independence  National  Bank  of  Detroit,  Detroit  (15801) . 

61,499 

March  31 

NEW  JERSEY 

FNMH  National  Bank,  Mullica  Hill 

The  Farmers  National  Bank  of  Mullica  Hill,  Mullica  Hill 

The  Farmers  National  Bank  of  Mullica  Hill,  Mullica  Hill  (6728) . 

35,568 

April  1 

The  Yardville  National  Bank,  Trenton 

Yardville  Bank,  National  Association,  Yardville 

The  Yardville  National  Bank,  Yardville  (12606)  . 

154,402 

May  2 

NEW  YORK 

Community  Bank,  National  Association,  Addison 

Community  National  Bank,  Addison 

Community  National  Bank,  Addison  (21054) . 

42,479 

May  30 

NBT  National  Bank,  N  A  ,  Norwich 

The  National  Bank  and  Trust  Company  of  Norwich,  Norwich 

The  National  Bank  and  Trust  Company  of  Norwich,  Norwich  (1354) . 

404,569 

January  1 

OHIO 

Bank  One,  Bellaire,  National  Association,  Bellaire 

First-Union  Bank,  N.A.,  Bellaire 

Bank  One,  Bellaire,  National,  Bellaire  (13914) . 

41,333 

January  31 

The  FNBM  National  Bank  of  McConnelsville,  McConnelsville 

The  First  National  Bank  of  McConnelsville,  McConnelsville 

The  First  National  Bank  of  McConnelsville,  McConnelsville  (46) 

33,023 

April  30 

Wayne  Interim,  National  Association,  Wooster 

The  Wayne  County  National  Bank  of  Wooster,  Wooster 

The  Wayne  County  National  Bank  of  Wooster,  Wooster  (828) 

172,372 

June  2 

Orrville  Interim,  National  Association,  Orrville 

First  National  Bank,  Orrville 

First  National  Bank,  Orrville  (13742) 

90,504 
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Mergers  consummated  involving  a  single  operating  bank,  January  1  to  June  30,  1986  —  continued 

(Dollar  amounts  in  thousands) 


Date 

Consummated 

Merging  Banks 

Resulting  Bank 

Total  Assets 

January  1 

PENNSYLVANIA 

FNBL  Naticnal  Bank,  Leesport 

The  First  National  Bank  of  Leesport.  Leesport 

The  First  National  Bank  of  Leesport,  Leesport  (9495) 

$  77,149 

January  24 

Cochranton  Interim  National  Bank,  Cochranton 

The  First  National  Bank  of  Cochranton,  Cochranton 

The  First  National  Bank  of  Cochranton,  Cochranton  (4971) . 

26,900 

March  27 

Community  National  Bank  Shamokin,  Shamokin 

Interim  Community  National  Bank,  Shomokin 

Community  National  Bank,  Shamokin  (5625) . 

46,557 

March  31 

Interim  National  Bank  of  Middleburg,  Middleburg 

Swineford  National  Bank,  Middleburg,  Middleburg 

Swmeford  National  Bank,  Middleburg  (7003)  . 

87,953 

April  1 

Loysville  Interim  National  Bank,  Loysville 

The  First  National  Bank  of  Loysville,  Loysville 

First  National  Bank  of  Loysville,  Loysville  (11524) . 

27,763 

April  1 1 

MNB  National  Bank,  Johnstown 

The  Moxham  National  Bank  of  Johnstown,  Johnstown 

The  Moxham  National  Bank  of  Johnstown,  Johnstown  (12098) 

97,026 

April  30 

New  Tripoli  Interim  National  Bank,  New  Tripoli 

The  New  Tripoli  National  Bank,  New  Tripoli 

The  New  Tripoli  National  Bank,  New  Tripoli  (9656) . 

46,783 

May  1 

FNBF  National  Bank,  Fleetwood 

The  First  National  Bank  in  Fleetwood,  Fleetwood 

The  First  National  Bank  in  Fleetwood,  Fleetwood  (13927)  . 

42,925 

May  1 

Marion  Center  Interim  National  Bank,  Marion  Center 

The  Marion  Center  National  Bank,  Marion  Center 

The  Marion  Center  National  Bank,  Marion  Center  (7819) . 

40,599 

June  9 

Valley  National  Bank,  Freeport 

Interim  Valley  National  Bank,  Freeport 

Valley  National  Bank,  Freeport  (13826) . 

67,605 

March  31 

SOUTH  CAROLINA 

Horry  County  National  Bank,  Loris 

Southern  National  Bank  of  South  Carolina,  Loris 

Southern  National  Bank  of  South  Carolina,  Loris  (15134) . 

39,357 

May  1 

TENNESSEE 

The  Peoples  National  Bank  of  La  Follette,  La  Follette 

Peoples  Interim  National  Bank,  La  Follette 

The  Peoples  National  Bank  of  La  Follette,  La  Follette  (12467) . 

60,632 

May  23 

First  Interim  National  Bank,  Sparta 

The  First  National  Bank  of  Sparta,  Sparta 

The  First  National  Bank  of  Sparta,  Sparta  (3614)  . 

87,063 

March  27 

TEXAS 

First  Bank  of  Commerce,  National  Association,  Laredo 

City  National  Bank  of  Laredo,  Laredo 

City  National  Bank  of  Laredo,  Laredo  (16127)  . 

66,909 

June  10 

New  First  National  Bank  of  Quitman,  Quitman 

The  First  National  Bank  of  Quitman,  Quitman 

The  First  National  Bank  of  Quitman,  Quitman  (10646) 

73,890 

March  31 

VERMONT 

New  Randolph  National  Bank,  Randolph 

The  Randolph  National  Bank,  Randolph 

The  Randolph  National  Bank,  Randolph  (2274) 

56,532 

June  10 

VIRGINIA 

The  First  National  Bank  of  Stuart,  Stuart 

Bank  of  Stuart,  National  Association,  Stuart 

The  First  National  Bank  of  Stuart,  Stuart  (11901) 

63,518 

Februar/  28 

WEST  VIRGINIA 

BTA  National  Bank,  Terra  Alta 

The  First  National  Bank  of  Terra  Alta,  Terra  Alta 

The  First  National  Bank  of  Terra  Alta,  Terra  Alta  (6999) 

34,970 
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Mergers  consummated  involving  a  single  operating  bank,  January  1  to  June  30,  1986  —  continued 

(Dollar  amounts  in  thousands) 


Date 

Consummated 

Merging  Banks 

Resulting  Bank 

Total  Assets 

March  31 

City  National  Bank  of  Fairmont,  Fairmont 

CNB  Interim  National  Bank,  Fairmont 

City  National  Bank  of  Fairmont,  Fairmont  (14423) . 

$116,069 

March  14 

WISCONSIN 

Marine  National  Interim  Bank,  Milwaukee 

The  Citizens  National  Bank  of  Stevens  Point,  Stevens  Point 

Citizens  Marine  National  Bank,  Stevens  Point  (4912)  . 

99,782 

April  30 

Valley  Beaver  Dam  Interim  National  Bank,  Beaver  Dam 

First  National  Bank  &  Trust  Co.  of  Beaver  Dam,  Beaver  Dam 

First  National  Bank  &  Trust  Co.  of  Beaver  Dam,  Beaver  Dam  (7462)  . 

66,907 

April  30 

Valley  Woodruff  Interim  National  Bank,  Woodruff 

First  National  Bank  of  Minocqua  and  Woodruff,  Woodruff 

Valley  National  Bank,  Woodruff  (16787) . 

12,771 
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National  banks  converted  to  state  banks,  January  1  to  June  30,  1986 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 

Effective  date 

Total  assets 

INDIANA 

First  National  Bank,  Hartford  City  (15467),  converted  to  Pacesetter  Bank  of  Hartford  City, 

Hartford  City  . 

January 

1 

$  21,652 

IOWA 

First  National  Bank  of  Riceville,  Riceville  (8442),  converted  to  First  State  Bank,  Riceville 

February 

3 

22,000 

KANSAS 

First  National  Bank  of  Wetmore,  Wetmore  (6914),  converted  to  First  Bank  of  Wetmore 

February 

3 

6,726 

MISSOURI 

BankCenter  One/St.  Charles,  N.A.,  St.  Charles  (20445),  converted  to  BankCenter  One/ 

St  Charles.  St  Charles . 

February 

27 

600,000 

NEW  HAMPSHIRE 

White  Mountain  National  Bank  of  North  Conway,  North  Conway  (15100),  converted  to 

First  NH-White  Mountain  Bank,  North  Conway 

June 

30 

67,036 

TEXAS 

Allied  Bank  N  A  South,  Austin  (17065),  converted  to  Allied  Bank  South  Austin,  Austin 

April 

30 

28,200 

Allied  Bank  North  N.A.,  Austin  (16544),  converted  to  Allied  Bank  North  Austin,  Austin 

May 

5 

72,081 

Allied  Bank,  N.A.,  Longview  (16408),  converted  to  Allied  Bank,  Longview,  Longview 

March 

3 

29,864 
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National  banks  merged  or  consolidated  with  state  banks,  January  1  to  June  30,  1986 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 

Effective 

date 

Total 
assets  of 
national 
banks 

CALIFORNIA 

Saddleback  National  Bank,  Laguna  Hills  (17883),  merged  into  Landmark  Bank,  La  Habra 

May 

15 

$13,454 

Center  National  Bank,  Woodland  Hills  (17325),  merged  into  Independence  Bank,  Los  Angeles 

April 

11 

47,721 

IOWA 

The  National  Bank  of  Dyersville,  Dyersville  (13508),  merged  into  American  Trust  &  Savings 

Bank,  Dubuque  . 

April 

10 

43,038 

The  Lone  Rock  Bank,  N.A.,  Lone  Rock  (20246),  merged  into  Swea  City  State  Bank,  Swea  City . 

May 

29 

7,462 

First  National  Bank,  Tipton  (14613),  merged  into  Citizens  Savings  Bank,  Anamosa  . 

February 

14 

17.896 

KANSAS 

First  National  Bank  of  White  City,  White  City  (7970),  merged  into  The  Bank  of  White  City, 

White  City . 

February 

7 

9,607 

KENTUCKY 

Continental  National  Bank  Louisville,  Louisville  (16581),  merged  into  River  City  Bank,  Inc 

June 

26 

10,008 

MISSOURI 

Commerce  Bank  of  Bolivar,  N.A.,  Bolivar  (20918),  merged  into  Commerce  Bank  of  Springfield, 
Springfield . 

May 

1 

63,583 

Landmark  St  Louis  Bank,  N  A.,  St.  Louis  (17702),  merged  into  Landmark  Bank,  Clayton 

April 

4 

40,566 

American  Bank  of  Tarkio,  N.A.,  Tarkio  (3079),  merged  into  American  Bank  of  Northwest  Missouri, 
Marwille  . 

June 

30 

24,729 

NEW  MEXICO 

Eddy  County  National  Bank,  Carlsbad  (16885),  merged  into  United  New  Mexico  Bank  at  Carlsbad, 

April 

3 

30,352 

TEXAS 

First  National  Bank  of  Bandera,  Bandera  (11814),  merged  into  Bandera  Bank,  Bandera 

April 

24 

15,541 

First  National  Bank  of  Gorman,  Gorman  (7410),  merged  into  Citizens  State  Bank,  Gorman 

February 

26 

14,486 

WISCONSIN 

First  National  Bank  of  Oconto,  Oconto  (14233),  merged  into  The  State  Bank  of  Oconto,  Oconto 

April 

1 

44,902 

WYOMING 

First  National  Bank  of  Chugwater,  Chugwater  (15813),  merged  into  First  Wyoming  Bank-Wheatland, 

March 

31 

3,416 

First  National  Bank  at  Douglas,  Douglas  (15500),  merged  into  First  Wyoming  Bank-Douglas, 

February 

21 

14,020 
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National  banks  liquidated  under  emergency  procedures,  January  1  to  June  30,  1986 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 

Effective  date 

Total  assets 

IOWA 

Peoples  National  Bank  &  Trust  Company,  Albia  (8603) 

February 

6 

$51,966 

KANSAS 

First  National  Bank  of  Chanute  Chanute  (3819) 

June 

19 

45,414 

OKLAHOMA 

First  National  Bank  of  Carter,  Carter  (12147) 

May 

1 

7,344 

TEXAS 

Executive  Center  Bank,  N  A  ,  Dallas  (18232) 

February 

14 

9,911 

Petrobank,  N  A  ,  Houston  (17597) 

June 

12 

35,455 

NOTE  This  table  includes  all  failed  banks  for  which  FDIC  is  named  receiver  and  no  other  depository  institution  is  named  as  successor 
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Assets,  liabilities  and  capital  accounts  of  national  banks,  March  30,  1985,  and  March  30,  1986 

(Dollar  amounts  in  millions) 


March  30,  1985 
4,913  banks 

March  30,  1986 
4,933  banks' 

Change  March  30.  1985— 
March  30,  1986 

Fully  consolidated 

Consolidated 
foreign  and 
domestic 

Consolidated 
foreign  and 
domestic 

Amount 

Percent 

Assets 

Cash  and  balances  due  from  depository  institutions: 

Noninterest-bearing  balances  and  currency  and  coin . 

Interest-bearing  balances . 

Securities . 

Federal  funds  sold  and  securities  purchased  under  agreements  to 
resell  . 

Loans  and  leases,  net  of  unearned  income  . 

Less  allowance  for  loan  and  lease  losses  . 

Less  allocated  transfer  risk  reserve  . 

Net  loans  and  leases  . 

$  101,245 
90,068 
213,917 

60,769 

$  117,008 
88,660 
247,358 

75,893 

$  15,763 
-1,408 
33,441 

15,124 

15.6 

-1.6 

15.6 

24.9 

929,346 

12,134 

37 

1,007,659 

15,713 

74 

78,313 

3,579 

37 

8  4 

29.5 

100.0 

917,175 

991,872 

74,697 

8.1 

Premises  and  fixed  assets . 

Other  real  estate  owned . 

Other  assets . 

Total  assets  . 

Liabilities 

Noninterest-bearing  deposits  in  domestic  offices . 

Interest-bearing  deposits  in  domestic  offices . 

Total  domestic  deposits  . 

23,126 

3,625 

80,369 

24,612 

4,177 

76,143 

1,486 

552 

-4,226 

6.4 

15.2 

-5.3 

1,490,294 

1,625,724 

135,430 

9.1 

220,068 

707,922 

255,372 

770,895 

35,304 

62,973 

16.0 

8.9 

927,990 

1,026,267 

98,277 

10.6 

Noninterest-bearing  deposits  in  foreign  offices . 

Interest-bearing  deposits  in  foreign  offices . 

Total  foreign  deposits . 

7,865 

205,809 

9,022 

207,130 

1,157 

1,321 

14.7 

0.6 

213,674 

216,153 

2,479 

1.2 

1,141,664 

1,242,419 

100,755 

8.8 

Federal  funds  purchased  and  securities  sold  under  agreements  to 

128,852 

7,168 

34,893 

1,736 

6,970 

78,820 

153,459 

5,568 

46,313 

1,573 

9,040 

69,196 

24,607 

-1,600 

1 1 ,420 
-163 
2,070 
-9,624 

19.1 

-22.3 

32.7 
-9  4 

29.7 
-12.2 

Interest-bearing  demand  notes  issued  to  the  U  S.  Treasury . 

Other  liabilities  for  borrowed  money  . 

Mortgage  indebtedness  and  liability  for  capitalized  leases 

Subordinated  notes  and  debentures . 

1,400,104 

1,527,569 

127,465 

9.1 

Limited-life  preferred  stock . 

80 

9 

-71 

-88  8 

Equity  capital 

322 

16,232 

28,306 

45,577 

-328 

413 

16,775 

31,234 

50,022 

-296 

91 

543 

2,928 

4,445 

32 

28  3 

3.3 

10.3 

9.8 

-98 

Undivided  profits  and  capital  reserves 

Cumulative  foreian  currency  translation  adjustments  . 

90,110 

98,147 

8,037 

8  9 

Total  liabilities,  limited-life  preferred  stock,  and  equity  capital 

1 ,490,294 

1,625,724 

135,430 

9.1 

‘Does  not  Include  the  nonnational  bank  in  the  District  of  Columbia. 
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Year-to-date  income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries 

of  national  banks,  March  30,  1986 

(Dollar  amounts  in  millions) 


4,933  banks  ‘ 

Consolidated 
foreign  and 
domestic 

Percent 

distribution 

Interest  income 

Interest  and  fee  income  on  loans . 

$  28,190 

75.1 

Income  from  lease  financing  receivables  . 

461 

1.2 

Interest  income  on  balances  due  from  depository  institutions . 

1,873 

5.0 

Interest  and  dividend  income  on  securities . 

5,041 

13.4 

Interest  income  from  assets  held  in  trading  accounts  . 

541 

1.4 

Interest  income  from  federal  funds  sold  and  securities  purchased  under  agreements  to 

resell  .  .  . 

1,479 

3.9 

Total  interest  income  . 

37,543 

100.0 

Interest  expense 

Interest  on  deposits . 

18,662 

79.0 

Expense  of  federal  funds  purchased  and  securities  sold  under  agreements  to 

repurchase  . 

2,963 

12.5 

Interest  on  demand  notes  issued  to  the  U  S  Treasury  and  on  other  borrowed  money 

1,732 

7.3 

Interest  on  mortgage  indebtedness  and  obligations  under  capitalized  leases 

62 

0.3 

Interest  on  notes  and  debentures  subordinated  to  deposits  . 

195 

0.8 

Total  interest  expense . 

23,614 

99.9 

Net  interest  income  . 

13,954 

Provision  for  loan  and  lease  losses . 

3,313 

Provision  for  allocated  transfer  risk . 

17 

Noninterest  income 

21.5 

Service  charges  on  deposit  accounts . 

1,140 

Other  noninterest  income . 

4,169 

78.5 

Total  noninterest  income  . 

5,309 

100.0 

Gams  and  losses  on  securities  not  held  in  trading  accounts 

544 

Noninterest  expense: 

6,343 

48.1 

Salaries  and  employee  benefits . 

Expenses  of  premises  and  fixed  assets  (net  of  rental  income) . 

2,162 

16.4 

Other  noninterest  expense . 

4,690 

35.5 

Total  noninterest  expense . 

13,195 

100.0 

Income  (loss)  before  income  taxes  and  extraordinary  items  and  other  adjustments  . 

3,297 

Applicable  income  taxes . 

841 

Income  before  extraordinary  items  and  other  adjustments . 

2,463 

Extraordinary  items  and  adjustments,  net  of  taxes . 

60 

Net  income  . 

2,523 

Total  cash  dividends  declared  . 

1,083 

Recoveries  credited  to  allowance  for  possible  loan  losses 

466 

Losses  charged  to  allowance  for  possible  loan  losses . 

2,523 

Net  loan  losses  . 

2,057 

Ratio  to  total  operating  income: 

43.5 

Interest  on  deposits . 

Other  interest  expense . 

11.6 

Salaries  and  employee  benefits . 

14  8 

Other  noninterest  expense . 

16  0 

Total  operating  expenses . 

85  9 

Ratio  of  net  income  (annualized)  to: 

0.62 

Total  assets  (end  of  period) . 

Total  equity  capital  . 

10.28 

'Does  not  nclude  the  nonnational  bank  in  the  District  of  Columbia. 
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Domestic  office  deposits  of  national  banks,  by  states,  March  31,  1986 

(Dollar  amounts  in  millions) 


Total  demand 
deposits  at 
domestic 
offices 

NOW 

and 

automatic 

transfer 

accounts 

Non¬ 

transaction 

savings 

accounts 

Time 

certificates 
of  deposit 
of  $100,000 
or  more 

Other 
large  time 
deposits 

All  other 
time  de¬ 
posits  at 
domestic 
offices 

Total 
deposits 
at  foreign 
offices 

Total 

consoli¬ 

dated 

deposits 

Brokered 

deposits 

Alabama . 

Alaska . 

Arizona . 

Arkansas  . 

California 

Colorado . 

Connecticut . 

Delaware . 

District  of  Columbia. 
Florida . 

Georgia . 

Hawaii . 

Idaho . 

Illinois  . 

Indiana  . 

Iowa . 

Kansas  . 

Kentucky . 

Louisiana . 

Maine  . 

Maryland . 

Massachusetts . 

Michigan . 

Minnesota . 

Mississippi . 

Missouri . 

Montana . 

Nebraska . 

Nevada  . 

New  Hampshire  .  . 

New  Jersey . 

New  Mexico . 

New  York  . 

North  Carolina . 

North  Dakota . 

Ohio . 

Oklahoma 

Oregon  . 

Pennsylvania . 

Rhode  Island . 

South  Carolina 

South  Dakota 

Tennessee  . 

Texas . 

Utah . 

Vermont . 

Virginia  . 

Washington . 

West  Virginia 

Wisconsin  . 

Wyoming 

Puerto  Rico . 

$  2,142 

555 

2,927 

1,500 

31,814 

3,840 

4,387 

195 

2,866 

12,811 

5,906 

42 

719 

14,310 

3,852 

1,499 

1,597 

2,217 

3,392 

423 

3,890 

7,364 

6,194 

5,207 

1,487 

5,697 

494 

1,609 

851 

539 

10,761 

854 

31,509 

5,426 

370 

9,681 

3,112 

1,964 

14,081 

958 

1,660 

428 
3,569 

22,143 

1,118 

220 

3,137 

4,670 

1,072 

2,596 

429 

2 

$  788 

104 
898 
946 
9,559 
1,442 
922 

45 

807 

5,209 

1,216 

25 

435 

3,314 

1,763 

770 

890 

990 

912 

188 

647 

1,503 

1.795 
1,804 

546 

1,663 

337 

931 

347 

347 

2,312 

563 

4,487 

1.796 
374 

4,008 

1,420 

1,095 

3,785 

290 

829 

466 

1,690 

6,641 

417 

117 

1,388 

1,544 

529 

792 

328 

1 

$  1,762 

546 
4,163 
1,754 
39,163 
3,893 
3,138 
1,535 
3,707 
17,470 

4.816 

47 

1,241 

12,433 

4,519 

1,496 

2,043 

1,846 

4,318 

732 

4,052 

7.817 
8,420 
4,110 
1,429 
3,919 

774 

1,361 

805 

847 

12,061 

1,221 

32,512 

6,776 

510 

13,322 

2,938 

3,286 

18,127 

1,597 

1,808 

788 

2,991 

14,853 

1,130 

450 

3,498 

5,774 

1,848 

3,155 

622 

0 

$  1,544 

375 
1,897 
1,126 
21,582 
2,312 
824 

1.543 
2,122 
6,024 

2,332 

32 

443 

10,164 

2,180 

495 

1,286 

1,110 

3,724 

138 

931 

3,905 

3,032 

6,019 

1,114 

3,061 

253 

523 

869 

300 

2,886 

1,010 

11,379 

3,091 

236 

5,177 

4,676 

767 

7.568 
1,150 

463 

1.569 
2,226 

32,661 

1,107 

89 

1.544 
2,372 

472 

1,319 

293 

6 

$  165 

1 

5 

52 

1,799 

215 

382 

0 

24 

362 

118 

0 

4 

2,013 

44 

2 

54 

32 

22 

6 

7 

756 

144 

674 

4 

277 

1 

4 

0 

2 

140 

44 

6,696 

224 

0 

319 

49 

0 

550 

351 

6 

2 

21 

4,489 

4 

9 

181 

44 

5 
37 

201 

0 

$  2,779 

192 
3,643 
2,554 
21,875 

2.351 
2,671 

656 

914 

11,554 

4,286 

28 

1,661 

14,497 

7,060 

3,175 

2,947 

3.352 
2,921 

531 

3,017 

2,919 

8,658 

6,089 

2,367 

4,840 

1,213 

3,278 

625 

650 

8,377 

1,160 

17,564 

6,033 

1,187 

15,461 

4,269 

2,504 

16,350 

1,508 

1,581 

2,171 

5,218 

16,454 

1,336 

453 

5,250 

5,426 

2,875 

3,801 

674 

2 

$  268 

1 

30 

6 

43,505 

152 

502 

98 

1,923 

751 

797 

0 

0 

23,730 

315 

8 

0 

82 

23 

0 

716 

6,588 

1,587 

2,212 

28 

600 

0 

0 

0 

0 

442 

0 

108,863 

1,464 

0 

765 

140 

22 

6,210 

944 

0 

0 

101 

11,504 

63 

0 

8 

1,397 

0 

307 

0 

0 

$  9,449 

1,774 
13,563 
7,938 
169,298 
14,206 
12,828 
4,072 
12,363 
54,180 

19,471 

175 

4,502 

80,461 

19.733 
7,446 
8,817 
9,629 

15,312 

2,018 

13,260 

30,852 

29,831 

26,115 

6,975 

20,057 

3,073 

7,706 

3,497 

2,685 

36,978 

4,853 

213,011 

24,811 

2,676 

48.734 
16,604 

9,637 

66,670 

6,799 

6,348 

5,424 

15,817 

108,745 

5,176 

1,337 

15,007 

21,226 

6,801 

12,006 

2,546 

12 

$  289 

0 

0 

13 

3,377 

39 

210 

13 

327 

254 

326 

0 

42 

1,013 

23 

64 

49 

164 

231 

0 

278 

659 

144 

1,827 

0 

201 

2 

2 

106 

1 

57 

0 

588 

360 

4 

213 

195 

135 

1,899 

554 

0 

892 

7 

2,746 

6 

0 

250 

338 

5 
94 

0 

3 

All  national  banks 

250,089 

76,015 

273,425 

163,322 

20,543 

242,957 

216,152 

1,242,503 

17,998 
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Domestic  office  loans  of  national  banks,  March  31,  1986 


(Dollar  amounts  in  millions) 


Total 

loans, 

gross 

Loans 
secured 
by  real 
estate 

Commercial 

and 

industrial 

loans 

Personal 
loans  to 
individuals 

Loans  to 
financial 
institutions 

Loans  to 
farmers 

Other 

loans 

Total 
loans  at 
foreign 
offices 

Total  loans 
less  un¬ 
earned 

income 

Alabama 

$  7,358 

$  2,144 

$  2,198 

$  1,745 

$  82 

$  48 

$  1,108 

$  33 

$  7,192 

Alaska  . 

1,473 

487 

553 

185 

0 

3 

241 

4 

1,472 

Arizona 

11,067 

3,620 

3,056 

2,912 

266 

423 

745 

44 

11,043 

Arkansas  . 

5,322 

1,933 

1,728 

1,106 

78 

167 

301 

9 

5,224 

California  . 

147,380 

44,596 

30,349 

22,256 

1,664 

2,464 

9,791 

36,261 

147,226 

Colorado . 

10,110 

3,330 

3,293 

2,091 

67 

477 

851 

3 

10,088 

Connecticut . 

9,630 

3,307 

3,221 

2,168 

168 

17 

573 

176 

9,485 

Delaware . 

10,241 

379 

446 

9,271 

1 

1 

143 

0 

10,240 

District  of  Columbia 

8,801 

2,866 

2,456 

774 

417 

1 

1,385 

902 

8,755 

Florida 

39,113 

15,641 

8,867 

10,246 

452 

126 

3,414 

366 

38,332 

Georgia 

16,766 

4,191 

5,227 

4,235 

76 

75 

2,694 

267 

16,624 

Hawaii . 

118 

62 

39 

15 

0 

0 

1 

0 

118 

Idaho . 

3,452 

903 

951 

959 

17 

347 

275 

0 

3,433 

Illinois  . 

62,847 

11,014 

21,872 

8,053 

592 

906 

7,017 

13,393 

62,429 

Indiana  . 

14,501 

4,336 

3,773 

3,469 

414 

282 

2,060 

167 

14,344 

Iowa . 

4,434 

1,258 

1,017 

999 

34 

555 

560 

11 

4,41 5 

Kansas  . 

5,305 

1,297 

1,730 

1,069 

41 

777 

392 

0 

5,280 

Kentucky . 

7,332 

2,114 

2,200 

1,636 

69 

137 

1,120 

57 

7,222 

Louisiana . 

10,472 

3,201 

3,473 

2,315 

45 

68 

1,296 

74 

10,341 

Maine  . 

1,553 

612 

502 

319 

0 

8 

111 

0 

1 ,551 

Maryland . 

11,318 

3,059 

2,709 

3,162 

197 

35 

1,357 

798 

11,278 

Massachusetts . 

29,337 

6,489 

11,267 

3,173 

436 

18 

2,831 

5,122 

29,120 

Mlchiqan . 

22,116 

6,185 

8,072 

3,986 

326 

134 

2,599 

814 

22,064 

Minnesota . 

21,562 

4,503 

8,397 

2,967 

126 

621 

3,903 

1,045 

21 ,445 

Mississippi . 

4,728 

1,531 

1,205 

1,315 

252 

80 

346 

0 

4,576 

Missouri . 

14,285 

4,252 

4,212 

2,908 

330 

297 

1,956 

329 

14,199 

Montana  . 

2,136 

494 

704 

476 

10 

350 

102 

0 

2,1 14 

Nebraska . 

4,791 

889 

1,143 

1,080 

114 

1,081 

485 

0 

4,784 

Nevada 

4,153 

846 

621 

2,440 

78 

10 

157 

0 

4,153 

New  Hampshire 

2,160 

817 

620 

591 

7 

1 

124 

0 

2,133 

New  Jersey . 

27,452 

9,940 

8,625 

5,446 

781 

12 

2,462 

187 

27,023 

New  Mexico . 

3,277 

1,129 

1,050 

823 

29 

132 

113 

0 

3,229 

New  York  . 

178,080 

24,235 

28,994 

16,815 

4,388 

308 

12,969 

90,370 

175,019 

North  Carolina 

23,504 

6,267 

7,399 

5,217 

472 

163 

3,279 

707 

23,390 

North  Dakota . 

1,700 

431 

537 

335 

2 

296 

100 

0 

1 ,697 

Ohio  . 

38,808 

9,942 

11,213 

1 1 ,649 

538 

304 

4,838 

325 

38,267 

Oklahoma . 

10,714 

3,623 

3,598 

1,515 

141 

706 

1,125 

5 

10,638 

Oregon  . 

Pennsylvania 

Rhode  Island 

8,297 

2,278 

3,074 

1,601 

56 

255 

952 

80 

8,235 

57,567 

5,849 

11,026 

1,985 

20,442 

1,818 

8,360 

963 

2,955 

158 

182 

5 

10,844 

667 

3,757 

253 

56,951 

5,827 

South  Carolina 

5,295 

1,411 

1,544 

1,567 

105 

43 

624 

0 

5,155 

South  Dakota 

10,986 

448 

712 

9,142 

10 

499 

176 

0 

10,964 

Tennessee  . 

11,718 

3,350 

3,619 

2,631 

260 

98 

1,748 

1 3 

1 1 ,584 

Texas  . 

87,490 

30,292 

33,318 

9,966 

1,504 

1,764 

7,344 

3,301 

86,708 

Utah  . 

4,265 

1,524 

1,202 

968 

20 

68 

483 

0 

4,250 

Vermont . 

1,046 

480 

296 

193 

15 

11 

51 

0 

1 ,046 

Virginia 

Washington 

West  Virginia 

13,158 

4,258 

3,188 

4,091 

20 

129 

1,465 

8 

12,806 

19,692 

4,084 

5,401 

1,621 

5,754 

757 

4,120 

1,444 

143 

7 

711 

10 

2,166 

244 

.  1 ,396 

0 

19,652 

3,968 

Wisconsin  . 

9,239 

2,989 

2,910 

1,575 

77 

223 

1,197 

269 

9,197 

Wyoming 

1,409 

428 

509 

277 

4 

158 

33 

0 

n 

1 .402 

7 

Puerto  Rico 

7 

1 

5 

1 

0 

0 

u 

u 

All  national  banks 

1,017,496 

259,414 

276.466 

186,617 

18,046 

15,586 

100,818 

160,546 

1,007,697 

180 


Outstanding  balances,  credit  cards  and  related  plans  of  national  banks,  March  31,  1986 

(Dollar  amounts  in  thousands) 


Total 

number 

of 

national 

banks 


Credit  cards  and  other 
related  credit  plans 


Number  of 
national  banks 


Outstanding 

volume 


All  national  banks . 

Alabama  . 

Alaska . 

Arizona  . 

Arkansas  . 

California . 

Colorado . 

Connecticut . 

Delaware . 

District  of  Columbia . 

Florida . 

Georgia . 

Hawaii . 

Idaho . 

Illinois . 

Indiana . 

Iowa . 

Kansas . 

Kentucky . 

Louisiana . 

Maine . 

Maryland . 

Massachusetts . 

Michigan . 

Minnesota . 

Mississippi . 

Missouri . 

Montana  . 

Nebraska . 

Nevada  . 

New  Hampshire  . 

New  Jersey . 

New  Mexico  . 

New  York . 

North  Carolina . 

North  Dakota . 

Ohio . 

Oklahoma  . 

Oregon  . 

Pennsylvania . 

Rhode  Island . 

South  Carolina . 

South  Dakota . 

Tennessee  . 

Texas  . 

Utah . 

Vermont . 

Virginia . 

Washington . 

West  Virginia 

Wisconsin  . 

Wyoming . 

Puerto  Rico . 

District  of  Columbia* 

'Includes  the  nonnational  bank  in  the  District  of  Columbia  which  is  also 


4,934 


2,386 


$61,814,880 


53 

13 

233,050 

6 

4 

72,730 

14 

12 

684,245 

81 

11 

98,371 

170 

153 

10,445,644 

242 

210 

763,213 

17 

10 

386,389 

15 

13 

7,838,259 

19 

17 

120,727 

173 

73 

1,975,292 

54 

31 

1,455,734 

3 

2 

2,797 

7 

6 

153,555 

400 

181 

3,427,270 

108 

78 

757,207 

106 

55 

317,285 

169 

42 

211,795 

78 

34 

151,434 

70 

22 

493,896 

8 

8 

62,370 

24 

13 

1,658,925 

58 

47 

859,919 

119 

91 

1,122,473 

211 

146 

372,302 

33 

7 

66,265 

117 

59 

852,518 

55 

30 

44,660 

119 

39 

383,761 

6 

4 

1.996,968 

23 

19 

126,984 

71 

49 

796,751 

44 

11 

192,383 

105 

56 

4,462,812 

17 

15 

1,273,980 

43 

25 

25,449 

142 

99 

2,681,617 

232 

67 

192,807 

8 

5 

461,642 

184 

62 

737,664 

5 

3 

376,850 

20 

15 

321,657 

25 

12 

8,639,792 

59 

20 

503,314 

1,060 

316 

818,485 

7 

4 

161,079 

12 

3 

27,956 

46 

17 

884,116 

24 

11 

1,564,240 

96 

22 

70,726 

117 

97 

470,634 

58 

46 

14,007 

1 

i 

883 

20 

18 

121,004 

supervised  by  the  Comptroller  of  the  Currency 
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National  banks  engaged  in  lease  financing,  March  31,  1986 

(Dollar  amounts  in  thousands) 


All  national  banks 

Alabama 

Alaska 

Arizona . 

Arkansas  . 

California . 

Colorado . 

Connecticut . 

Delaware  . 

District  of  Columbia 

Florida . 

Georgia  . 

Hawaii . 

Idaho . 

Illinois . 

Indiana . 

Iowa  . 

Kansas  . 

Kentucky . 

Louisiana . 

Maine  . 

Maryland . 

Massachusetts  . 

Michigan . 

Minnesota . 

Mississippi . 

Missouri . 

Montana . 

Nebraska  . 

Nevada  . 

New  Hampshire . 

New  Jersey . 

New  Mexico . 

New  York . 

North  Carolina  . 

North  Dakota 

Ohio  . 

Oklahoma . 

Oregon  . 

Pennsylvania . 

Rhode  Island  . 

South  Carolina  . 

South  Dakota  . 

Tennessee  . 

Texas  . 

Utah  . 

Vermont  . 

Virginia 

Washington . 

West  Virginia 

Wisconsin . 

Wyoming  . 

Puerto  Rico  . 

District  of  Columbia* 

’includes  the  nonnational  bank  in 


Total  number 

Number  of  banks 

Amounts  of  lease 

of  national 

engaged  in  lease 

financing  at 

banks 

financing 

domestic  offices 

4,934 

1,145 

$14,483,701 

53 

7 

48,460 

6 

2 

6,628 

14 

2 

178,193 

81 

25 

19,621 

170 

54 

3,652,860 

242 

87 

147,161 

17 

3 

2,197 

15 

1 

13,521 

19 

7 

55,057 

173 

30 

226,653 

54 

19 

302,515 

3 

1 

729 

7 

3 

85,085 

400 

89 

108,715 

108 

34 

324,854 

106 

24 

13,820 

169 

40 

44,127 

78 

22 

150,851 

70 

11 

75,758 

8 

2 

9,141 

24 

6 

238,916 

58 

18 

1,044,684 

119 

22 

240,586 

211 

73 

198,927 

33 

7 

15,985 

117 

34 

203,846 

55 

13 

1,889 

119 

40 

69,384 

6 

2 

19,602 

23 

2 

6,591 

71 

20 

243,120 

44 

20 

17,490 

105 

27 

2,018,547 

17 

6 

677,787 

43 

16 

9,082 

142 

65 

956,980 

232 

57 

36,028 

8 

2 

304,427 

184 

25 

1,002,195 

5 

2 

397,201 

20 

4 

48,122 

25 

9 

1,709 

59 

26 

80,208 

1,060 

114 

399,277 

7 

3 

117,382 

12 

0 

0 

46 

9 

193,110 

24 

8 

376,402 

96 

8 

3,339 

117 

32 

93,545 

58 

12 

1,394 

1 

0 

0 

20 

7 

55,057 

he  District  of  Columbia  which  is  supervised  by  the  Comptroller  of  the  Currency. 
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Total  loans  and  leases  past  due  at  national  banks,  by  states,  March  31,  1986 

(Dollar  amounts  in  millions) 


Number 

of 

banks 

Type  of  loan 

Real  estate 

Commercial  and 
industrial 

Personal 

All  other 

Total 

domestic 

loans 

Foreign 

Reporting  national  banks . 

4,934 

$13,628  4 

$13,198.2 

$6,392.18 

$6,540  99 

$42,684  6 

$8,373  44 

Alabama  . 

53 

62.4 

55  4 

51  00 

26.74 

212  3 

0  00 

Alaska  . 

6 

34.8 

39.1 

4  89 

35.72 

119  3 

1.00 

Arizona  . 

14 

243.4 

132  4 

80.89 

62.12 

520.2 

7  25 

Arkansas  . 

81 

118  4 

72.3 

40  65 

58  44 

343  9 

0  00 

California . 

170 

2,826.8 

2,805.9 

808  16 

1,230.97 

7,736  5 

1,783  99 

Colorado . 

242 

185.5 

144.0 

71  02 

263.53 

824  7 

0  00 

Connecticut . 

17 

129  9 

98  4 

61.07 

11.83 

303  3 

20  63 

Delaware . 

15 

28  8 

9.5 

429.65 

4.35 

475.7 

0  00 

District  of  Columbia . 

19 

202.7 

128  8 

11.58 

23.82 

370.7 

21.78 

Florida . 

173 

765.2 

338  6 

238  14 

169  98 

1,557.7 

17.06 

Georgia . 

54 

128.5 

122  8 

134.95 

58.31 

458.2 

32.00 

Hawaii . 

3 

1.1 

— 

0.39 

0  88 

4.0 

0.00 

Idaho . 

7 

47.0 

55.4 

25.03 

55  96 

186.4 

0.00 

Illinois . 

400 

694.3 

781.5 

231.00 

297.76 

2,268  8 

681.74 

Indiana  . 

108 

117.5 

108  6 

91.89 

80.60 

466.9 

8.96 

Iowa . 

106 

41.1 

23.7 

32.43 

105.32 

340  4 

1.50 

Kansas  . 

169 

44.2 

33  4 

32.22 

84.47 

271.2 

0.00 

Kentucky . 

78 

77.3 

46.7 

36.31 

57  62 

255.0 

4.00 

Louisiana . 

70 

277.5 

200.5 

117.48 

61.69 

723.0 

0.00 

Maine  . 

8 

18.6 

16.9 

9  48 

4.23 

50  6 

0.00 

Maryland . 

24 

99.7 

116.2 

190.13 

18  82 

428.2 

13.14 

Massachusetts . 

58 

226.2 

489.4 

100.77 

91.70 

927.7 

298.08 

Michigan . 

119 

205.4 

201.3 

85.00 

86.55 

634.2 

19.07 

Minnesota . 

211 

302.0 

449.3 

82.49 

340.51 

1,370.4 

99  73 

Mississippi . 

33 

62.6 

28  4 

46.71 

27.15 

180.7 

0.00 

Missouri . 

117 

153.7 

208.3 

7660 

87.33 

600.7 

39  40 

Montana  . 

55 

30.4 

23  6 

23.39 

78.15 

231.3 

0  00 

Nebraska . 

119 

40.5 

24  9 

35.08 

155.12 

330.4 

0.00 

Nevada  . 

6 

60  7 

46.0 

70.43 

3.85 

181.3 

0.00 

New  Hampshire  . 

23 

21.0 

10.3 

13.18 

11.40 

61.5 

0.00 

New  Jersey . 

71 

334.7 

264.6 

151.83 

66.40 

846  9 

4.20 

New  Mexico . 

44 

58.5 

33.4 

24.39 

38.71 

207.9 

0  00 

New  York  . 

105 

1,257.0 

1,230.1 

779.72 

264.20 

3,567  8 

4,782  33 

North  Carolina . 

17 

93.4 

175.0 

103.06 

52.99 

425  5 

21.36 

North  Dakota . 

43 

15.9 

— 

12.95 

58  98 

150  9 

0  00 

Ohio . 

142 

418  3 

446.9 

318.08 

134  97 

1,383  4 

31.71 

Oklahoma . 

232 

249.3 

204.3 

53.28 

254  98 

1.039.3 

0  00 

Oregon 

8 

171.5 

113.6 

43.53 

60.01 

391  8 

1.50 

Pennsylvania . 

184 

422.0 

906.3 

240.63 

491  63 

2,101.1 

145  54 

Rhode  Island . 

5 

88.3 

64.5 

29  20 

15.10 

197.1 

16  28 

South  Carolina . 

20 

48.7 

28.1 

39.85 

17.09 

139  4 

0  00 

South  Dakota  . 

25 

15.5 

35.7 

667.56 

118  56 

859  4 

0  00 

Tennessee 

59 

115.9 

164.8 

81.85 

40  80 

421  6 

0  44 

Texas . 

1,060 

2,175.6 

1,856.9 

275.31 

822  45 

5,703.7 

221.57 

Utah 

7 

165.7 

63.2 

33.13 

16  58 

280.7 

0  00 

Vermont . 

12 

15.7 

17  4 

7.18 

5  08 

47  0 

0  00 

Virginia  . 

Washington . 

West  Virginia 

46 

176  4 

79.3 

88  42 

68  30 

420.5 

0  00 

24 

96 

355.3 

73.6 

553.3 

14.5 

113.36 
53  67 

219.02 

32  69 

1,249  0 
204  4 

97  72 

0  00 

Wisconsin  . 

117 

103  6 

110.3 

32.59 

101.55 

420  7 

1  44 

Wyoming . 

Puerto  Rico . 

58 

1 

266 

0.0 

24  4 

10  53 

0  01 

65  92 

0  00 

191.3 

0.0 

0  00 
000 

NOTE  Sum  of  Real  estate  Commercial  and  industrial,  Personal  and  All  other  past  due  loans  and  leases  is  less  than  the  Total  domestic  because 
nonaccrual  loans  are  not  reported  by  loan  type  by  banks  filing  the  abbreviated  Report  of  Condition,  and  as  a  result  are  counted  in  the  total  figure  only 
Dashes  indicate  amounts  less  than  $500,000 
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Average  national  banks'  percent  of  loans  past  due  at  domestic  offices,  by  assets 


-  I' 

Assets  in  millions  of  dollars 

Less 

than 

$10 

$10 

to 

$20 

$20 

to 

$25 

$25 

to 

$40 

$40 

to 

$100 

$100 

to 

$300 

$300 

to 

$900 

$900 

to 

$5,000 

$5,000 

or 

more 

All 

national 

banks 

Real  estate 

September  1984 
December  1984 

2.1 

2.0 

3  4 

3.6 

3.5 

3.9 

3.6 

3.8 

3.3 

3  6 

2.8 

3.0 

3.4 

4.0 

4.0 

4.4 

4.5 

5.7 

3.2 

3.5 

March  1985 

2  3 

3.8 

4.0 

4.0 

3.7 

3.1 

4.0 

4.2 

5.0 

3  6 

June  1985  . 

2  2 

3  9 

3.6 

3.5 

3.5 

3.1 

3.9 

3.8 

4.9 

3.4 

September  1985 

2.1 

3.6 

3.7 

3.6 

3.4 

3.1 

4.0 

4.1 

5.0 

3.4 

December  1985 

2.2 

4.3 

3.7 

3.9 

3.5 

3.3 

4.2 

4.2 

5.1 

3.6 

March  1986 

2.8 

4.5 

3  9 

4.0 

3.8 

3.5 

4.9 

4  8 

6.0 

3.9 

Commercial  and 

industrial 

September  1984 
December  1984 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

4.9 

5.0 

5.1 

5.1 

5.3 

5.5 

4.8 

4.9 

March  1985 

NA 

NA 

NA 

NA 

NA 

NA 

5.1 

5.0 

5.4 

4.9 

June  1985 

NA 

NA 

NA 

NA 

NA 

NA 

5.0 

4.5 

5.2 

4.7 

September  1985 
December  1985  . 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

NA 

5.0 

4.8 

4.7 

4.5 

4.8 

4.7 

4.7 

4.6 

March  1986 

NA 

NA 

NA 

NA 

NA 

NA 

5.7 

5.1 

4.8 

5.3 

Personal 

September  1984 
December  1984 

2.6 

2.8 

3.5 

3.8 

2.9 

3.5 

3.4 

3.6 

3.1 

3.2 

2.5 

2.7 

2.2 

2.4 

2.4 

2.7 

2.2 

2.4 

3.0 

3.2 

March  1985 

2.5 

3.5 

3.7 

3.4 

3.2 

2.5 

2.3 

2.5 

2.6 

3.1 

June  1985 

2.6 

3.4 

3.3 

3.3 

2.9 

2.3 

2.3 

2.4 

2.4 

2.9 

September  1985 
December  1 985 

2.4 

2.9 

3.5 

4.0 

3.2 

3.4 

3.0 

3.3 

3.1 

3.3 

2.6 

2.9 

2.4 

2.5 

2.7 

3.0 

3.1 

3.2 

3.0 

3.3 

March  1986 

2.7 

3.9 

3.9 

3.4 

3.3 

2.8 

2.7 

3.0 

3.0 

3.3 

All  other 

September  1984 
December  1984 

March  1985  . 

2.4 

2.6 

3.2 

3.8 

4.2 

4.3 

4.1 

4.5 

4.4 

4.3 

4.5 

5.0 

3.8 

4.1 

4.8 

3.3 

3.5 

3.9 

1.4 

2.0 

2.0 

1.8 

2.2 

2.4 

3.3 

3.4 

3.7 

5.0 

3.8 

4.3 

June  1985  . 

2.8 

4.3 

4.0 

4.2 

4.2 

3.5 

2.1 

2.0 

3  3 

3.8 

September  1985 
December  1985 

March  1986 

3  3 

3.6 

3.9 

4.7 

5.1 

5.7 

4.5 

4.7 

5.2 

4.1 

4.6 

5.4 

4.2 

4.5 

5.2 

3.6 

3.7 

4.3 

2.0 

1.6 

2.4 

2.4 

2.2 

2.6 

3.3 

2.8 

3.1 

4.0 

4.2 

4.8 

Total  loans 

September  1984 
December  1984 
March  1985 

June  1985  . 

September  1985 
December  1985 
March  1986 

2.6 

2.7 

3.3 

3.4 

3.5 

4.2 

4.8 

4.4 

5.0 

5.2 

5.2 

5.2 

5.9 

6.7 

4.7 

5.2 

5.9 

5.1 

5.8 

5.7 

6.6 

4.8 

5.3 

5.8 

5.3 

5.4 

5.7 

6.4 

4.5 

4.9 

5.4 

5.1 

5.3 

5.4 

6.1 

4.0 

4.3 

4.7 

4.5 

4.8 

4.8 

5.4 

3.6 

4.0 

3.9 

3.9 

4.0 

4.0 

4.6 

3.7 

3.9 

3.9 

3.6 

3.8 

3.9 

4.4 

4.2 

4.5 

4.4 

4.2 

4  3 

4.2 

4.5 

4.3 

4.7 

5.1 

4  8 

5.0 

5.3 

5.9 

See  notes  at  end  of  tables. 
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Average  national  banks'  percent  of  loans  past  due  at  foreign  offices,  by  assets 


Assets  in  millions  of  dollars 

$300 

to 

$900 

$900 

to 

$5,000 

$5,000 

or 

more 

All 

national 

banks 

All  foreign  office  loans 

September  1984 

9.8 

8.7 

8.2 

8.8 

December  1984 

11.3 

7.6 

7  8 

8.2 

March  1985  . 

9.1 

7.4 

8.2 

7.9 

June  1985  . 

9.8 

7.7 

7.4 

8.0 

December  1985  . 

11.4 

9.0 

6.0 

8.3 

March  1986 

8.1 

8.7 

5.5 

7.4 

NOTES: 

These  figures  include  non-accrual  and  past  due  loan  and  lease  financing  receivables. 

Past  due  loans— These  items  are  (1)  single  payment  notes  30  days  or  more  past  maturity;  (2)  single  payment  notes 
with  interest  due  at  specified  intervals  and  demand  notes  on  which  interest  is  due  and  unpaid  for  30  days  or  more; 
(3)  amortizing  real  estate  loans  and  closed-end  monthly  installment  loans  and  lease  financing  receivables  in  arrears 
two  or  more  monthly  payments,  or,  if  scheduled  other  than  monthly,  when  one  scheduled  payment  is  due  and  unpaid 
for  30  days  or  more;  (4)  open-end  credit  accounts  on  which  the  customer  has  not  made  the  minimum  monthly  payment 
for  two  or  more  billing  cycles;  and  (5)  unplanned  overdrafts  outstanding  30  days  or  more  after  origination. 

Non-accrual  loans— These  items  are  (1)  those  maintained  on  a  cash  basis  because  of  deterioration  in  the  financial 
position  of  the  borrower;  and  (2)  those  on  which  principal  or  interest  has  been  in  default  for  a  period  of  90  days  or 
more  unless  the  obligation  is  both  well  secured  and  in  the  process  of  collection,  in  which  case  it  is  considered  merely 
past  due. 

Average  banks’  percent  of  loans  past  due— Percentages  reported  are  averages  of  individual  banks'  percentages  of 
loans  past  due  with  each  bank  accorded  the  same  weight  regardless  of  size;  those  individual  bank  percentages  are 
based  on  dollar  value  of  loans  past  due.  All  figures  are  as  of  the  last  day  of  the  month  indicated. 

Loan  categories— The  loan  categories  for  this  table  correspond  to  those  for  the  report  of  condition  except  for  "Other 
loans.”  "Other  loans”  includes  loans  to  financial  institutions,  loans  for  purchasing  or  carrying  securities,  loans  to  farmers 
and  all  other  loans  not  included  in  the  specified  categories. 

Data  for  prior  periods,  based  on  slightly  different  definitions,  may  be  found  in  the  Quarterly  Journal,  Volume  2,  Number 
1,  pp.  229-232. 

Beginning  March  1984,  past  due  commercial  and  industrial  loans  of  banks  with  less  than  $300  million  in  assets  have 
been  combined  with  all  other  loans. 
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Foreign  branches  of  national  banks,  by  region  and  country,  December  31,  1985 


Region  and  country 


Central  America 

El  Salvador 

Guatemala 

Honduras 

Mexico 

Nicaragua 

Panama 

South  America 
Argentina 

Bolivia . 

Brazil  . 

Chile . 

Ecuador  . 

Paraguay 

Peru . 

Uruguay  . 

Venezuela 

West  Indies— Caribbean 

Bahamas  . 

Barbados 

British  Virgin  Islands 
Cayman  Islands 
Dominican  Republic 
French  West  Indies 

Haiti  . 

Jamaica 

Netherlands  Antilles 

Africa . 

Egypt 

Gabon  . 

Ivory  Coast . 

Kenya 

Liberia 

Mauritius . 

Senegal . 

Sudan . 

Tunisia 


Number 


Region  and  country 


40 


2 

2 

2 

5 

2 

27 


172 


61 

5 

19 

30 

8 

16 

8 

21 

4 


161 


64 

1 

2 

70 

13 

2 

5 

1 

3 


22 


6 

2 

4 

2 

4 

1 

1 

1 

1 


Middle  East 


Bahrain . 

Jordan 

Lebanon 

Oman 

Qatar 

United  Arab  Emirates 


Europe 


Austria . 

Belgium  . 

Denmark  . 

France  . 

Germany  . 

Greece  . 

Ireland  . 

Italy . 

Luxembourg 

Monaco . 

Netherlands 

Portugal . 

Spain  . 

Switzerland 
United  Kingdom 


Asia  and  Pacific 


Brunei . 

Hong  Kong 
India 

Indonesia 
Japan  ... 
Korea 
Macau 
Malaysia 
Pakistan  . 
Philippines 
Singapore 
Sri  Lanka 
Taiwan  .  .  . 
Thailand 
Turkey  . .  . 


U.S.  Overseas  Areas  &  Trust  Territories 


Guam . 

Puerto  Rico  . 
Virgin  Islands 


Total 


Number 


20 


4 

3 

4 
1 
1 
7 


143 


1 

6 

3 
9 

11 

21 

4 
13 

2 

2 

3 

2 

8 

8 

50 


180 


3 

65 

10 

5 

22 

14 

1 

5 
8 

11 

18 

2 

7 

3 

6 


48 


3 

31 

14 
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Foreign  branch  assets  and  liabilities  of  national  banks,  December  31,  1985 

(Dollar  amounts  in  thousands) 


Assets 

Cash  and  cash  items  in  process  of  collection 
Balances  with  U  S.  banks  (including  IBFs  and 

foreign  branches  of  U.S.  banks) . 

Balances  with  foreign  banks  (including  U.S. 
branches  and  agencies  of  foreign  banks  &  their 
IBFs)  . 


$ 


Securities . 

Loans,  discounts,  overdrafts,  and  leases 

A.  Secured  by  real  estate . 

B  To  financial  institutions . 

C.  To  commercial  and  industrial  borrowers 

D.  To  Non-U. S.  govt,  and  official  institutions  .  . 

E.  To  all  others . 

Less:  unearned  discount . 

Total  loans  and  leases,  net . 

Customers'  liability  on  acceptances  outstanding 

Premises,  furniture  and  fixtures . 

Accruals— interest  earned,  foreign  exchange 

profits,  etc . 

Net  due  from  other  foreign  branches  of  this  bank 
Net  due  from  head  office  and  U.S.  branches  of 

this  bank . 

Net  due  from  consolidated  subsidiaries  of  this 

bank . 

Other  assets . 

Total  assets . 


Liabilities 


970,326 

11,616,096 


42,975,811 

5,537,548 

5,081,502 

10,657,882 

60,017,539 

9,862,256 

7,629,281 

307,690 

92,940,770 

6,879,823 

1,272,326 


Deposits  of  U.S.  banks  (including  IBFs  and 

foreign  branches  of  U.S.  banks) . 

Deposits  of  foreign  banks  (including  U.S 
branches  of  foreign  banks  and  their  IBFs) 

Other  deposits . 

Liabilities  for  borrowed  money 
Liability  on  acceptances  executed  and 

outstanding . 

Accrued  taxes  and  other  expenses . 

Net  due  to  other  foreign  branches  of  this  bank 
Net  due  to  head  office  and  U.S.  branches  of  this 

bank . 

Net  due  to  consolidated  subsidiaries  of  this  bank 
Other  liabilities . 

Total  liabilities  . 


$  14,589,948 

38,125.736 

99,197,035 

7,745,644 

5,609,420 

2,763,595 

28,147,079 

22,331,539 

3,446,137 

1,357,360 


223,313  493 


2,522,880 

26,581,571 

17,250,273 

10,944,132 

3,821,937 

223,313,493 


Memoranda 

Standby  letters  of  credit . 

Commercial  letters  of  credit  issued  and 

outstanding . 

Guarantees  and  letters  of  indemnity  . 

Commitments  to  purchase  foreign  currency  and 

U.S.  dollar  exchange  . 

Total  interest  bearing  balances  included  in  items 

2  and  3 . 

Total  interest  bearing  deposits  included  in  items 


14,422,239 

4,265,429 

2,989,842 

273,547,739 

52,496,531 


14, 


15  and  16 


144,393,480 
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Total  foreign  branch *  assets  of  national  banks,  yearend  1953 — 1985 

(Dollar  amounts  in  thousands) 


Year 

Branches 

Assets 

Year 

Branches 

Assets 

1953 

NA 

$  1,682,919 

1969 

428 

$  28,217,139 

1 954 

NA 

1  556  326 

1970 . 

497 

38,877,627 

1955 

85 

1,116,003 

1971 . 

528 

50,550,727 

1956  . 

NA 

1,301,883 

1972 . 

566 

54,720,405 

1957  . 

NA 

1,342,616 

1973 . 

621 

83,304,441 

1958 

NA 

1,405,020 

1974 

649 

99,810,999 

1959 

NA 

1,543,985 

1975 . 

675 

111,514,147 

1960  . 

93 

1,628,510 

1976 . 

635 

134,790,497 

1961  . 

102 

1,780,926 

1977  . 

629 

161,768,609 

1962 . 

111 

2,008,478 

1978 . 

646 

180,712,782 

1963 . 

124 

2,678,717 

1979 . 

667 

217,611,974 

1964  . 

138 

3,319,879 

1980 . 

672 

242,763,325 

1965  . 

196 

7,241,068 

1981 . 

710 

274,776,705 

1966 

230 

9,364,278 

1982 . 

767 

272,989,320 

1967  . 

278 

11,856,316 

1983 . 

769 

275,180,362 

1968 

355 

16,021,617 

1984  . 

800 

231,507,751 

1985 . 

786 

223,313,493 

Includes  military  facilities  operated  abroad  by  national  banks  from  1966  through  1971. 
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